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MEMORANDUM AND Sl'PPLEMEh TARA XoiLS ON THE LOCATION CNI) MANAGEMENT 

oi the General Balances of Tiir Government oi Indi v and the Sat r 
01 Council Bn ls and Transfers Submitted by Mi L Abrahams CB, 

Assistant Uiiclei Secietaiy oi State foi India 
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RAJA?" '^ERS T v 

tbnUon between England and India v 

1 Thecbsbuisements by and on account of tbe Government ol India aie 
made paitlv in India and paitlv m London the lesiiective amounts m 
1912-13 being shown in Statement A of Appendix II (page 72) as lollows — 

£ 

India - - - - 89 731 800 

England - - - 83,903,100 


Total - - 123 097,900 

v .2 It is tlieiefoie necessary to keep the balances paitly m the one countiy 
and partly m. the otliei The distiibution ot the balances between the two 
countnes or 31 >t oi Maich of each yeai fiom 1892-93 to 1913-1 1 (Budget 
Estimate) is shown m Statement B of Appendix II (pages 74-5) It will be 
seen that tbe Revised Estimate for 1932-13 (published on 20th March 1913) 
anticipated that the distiibution on 31st' xvlaich 1913 would be as follows — 

(t £ 

India 1 - - - 19,543,889 

England .... 8,372,900 

j The actual balances on Hist Maich 1913 iveie — 

India (Statement C, page 76) - - 3 9,268 200 

England - - 8,781,206 


<1 II 


Location of the Balances held in India 


4 It will be seen fiom Lord Salisbury’s Despatch of 6th May 1875 and 
Lord George Hamilton’s Despatch of 4th May 1899, printed m the collection 
of papeis which 1 hand in to accompany this Memoiandum (see Appendix II , 
pages 32 and 62), that the Government of India has always been enti usteci 
by the Secietaiy of State with wide discretion in this mattei 

5 The actual location of the Government balances m India at the end of 
each quaitei in the yeais 1895-96, J900-01, 1905-06, 3910-13, 3931-12, 
and 1912-13, is shown in Statement C of Appendix II (page 76) 

6 The location on 31st Maich 1913 was as follows — 


l 

Distuct Tieasuiies 
Bianclies of Piesidencv Banks 
Jlead Offices of Piesidene\ Banks 
lleseive Treasuries 


No 

Amount 


£ 

271 

6,607,100 

35 

2,356 700 

3 

1,595,400 

3 

8, 90S, 700 


* The figures we not actual gross dwbm cements In Statement A, as in all the other 
published Statements, receipts under soiue^he ids aie set oft against gross disbursements 
and undev otliei beads disbursements sgf /.A gioss lecfeipts, the diffeiences being slionn 
ns net disbursements and net leceipts K-sAictii ely But the hguits m Statement A «ei r n 
thou pm pose of 1 epresenting fuilr the u,l jtnc liupoitance of tbe transactions m India md 
England , i 

r la nt s j2,o a/i , 
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i llie mone\ n) DistnctPl leasunes n o held m ord ci^ ,t P^_ -—><;? - 

pav inputs tcr-bc made m the 1 x, — — \J~t - n p 

“Tie-wsnbsxrre .» -,-' 1 -WWUeie tnei c is no blanch ot a Piesidencv Bank 

8 Wlioie a biancli of a Piesidencv Bank exists, pait of the Goveimnent __ 
balance is deposited m it Similaily a part of the Government balances 
held at Calcutta, Madias, and Bombay, is deposited at the head ofhees ot the 
thiee Piesidenct Banks The lelations betneen tbe Government and the 
Presidency Banks m icspect oi the holding of balances are partly legulated 
bj agieements with the thiee banks which weie last leused in 18Jb the 
agreements piovide that the Banks aie to tiansact general business, ioi 
the Government at their head offices and ceitavn hianches , that they 
aie to leceive specified l emnnei ation , that tbe Government is not bound 
to letam at the Banks any particulai sum , but that if its balance at the 
Head Office of any of the thiee Banks falls on any day below a specified 
minimum, it is to pav to tbe Bank ml ei est “ at the lowest rate chaigeahle 
“ on such day Ip the said Bank to the public foi Joans l ecovei able on 
“ demand ” The lomuneiation of the thiee Banks and the minimum balances 
that *he\ aie to hold foi the Government at them Head Ofhce without 
(haigmg intei (St an as follows — 

tmnitnl of B ihm ( 
below which 

Rem unci ition mtcust becoims 
poi iinnuiii pajiblc 


i. 


£ 

Bank of Bengal - - 2,900 233,300 

Bank of Madias - S00 120,000 

Bank of Bombay - - 800 133,000 

The levision of these agieements is now r undoi the consideration of the 
Government of India 

9 In actual piactice the Government of India is much moielibeial to the 
Banks than is piovided foi m the agieements They usually keep at the 
head offices of the thiee Banks the following amounts — 


On 


Bank of Bengal 
Bank of Madias 
Bank of Bombay 
tbe flotation of : 


- 407,000Z to 533,0001 

- A little over 133,000Z 

- 267,000Z to 333,0007 

loan, and m special cases, the amounts aie 
inci eased m 

10 At times of gieat stimgency m the Money Maiket, the Government 
of India giant loans at intei est to the Piesidencj Banks Two such 
loans (40 lakhs and 20 lakhs) weie gi anted to the Bank of Bengal m 
190], one (25 lakhs) to the Bank of Bombay in 1902, one (25 lakhs) to 
the Bank ol Bengal m 3903, two (30 lakhs and 23 lakhs) to the Bank of 
Bengal m 1900 The iato, wlieie 1 have been able to tiace it, was the 
minimum late dunged Ip the bon owing Bank on advances in living this 
late the Government ol India has piesumably been guided by tbe following 
lemaik m T oid Geoige Hamilton s Despatch ol 4th Maj 1S99 (punted m 
Appendix n , page 62) — “ I see no objection to youi lending money to the 
“Presidents Banks on the seciuity ol Government papei at such late of 
mteiest fiom lime to time, and loi such peiiods, as xou think hast I am 
“ inclined to think that the late should as a mle, not be below Bank late ” 
Tbe Government ol India lecently mfouned the Secietan ol State that thev 
have i eeeived no request loi such loans loi the past five oi six veais This 
may be due to the rate of mteiest demanded The Secietan* of State 
lecentl) leceived a letter m which thelwntei said ‘ When 1 was Chamnan 
„ t r', lj!mk 1 of Bomba y Groyernmeiit weie willing to lend money to the 
“ declined ’ 0U ^ ^ ^ °" ” 1)113 is ^ ec ’ 1ale > an d natui-allj such- assistance- w as 

,, ] p Anothei o£ assistance occasionally given bj the Government to 
the I iesidencv Banks as that, as an eiVouragement to the opening of new 
wanpip.es a minimum balance at a bi inch is guaianteed foi a number of 


teais 


Ml 
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n 
n 

12 Pesei Ti casnries — Resei ve Treasuries vveie established at Calcutta 
m 1S76 , and at Madias and Bombay m 1879 The considerations m fav om of 
tins course vveie as follows — In the decade between I860 and 1S70 the 
disadvantage oi depositing an excessive amount of the Government balances 
in Piesidency Banks had been lllustiated by two cases — 

(a) On 9th Decembei 1863 the Bank of Bengal held a Gov eminent 

balance of 2,96S,000/ , and its cash assets consisted only of 
1,000,000/ (a special com leseive against Government deposits) 
and 998,0001 avadable against the lemaindei of its liabilities to 
tlie Government and its liabilities to pnvate depositois Phe 
Government found difficulty m w lthdiaw mg money standing to its 
eiedit “Foi about eight oi ten weeks the anxietv was \eiv 
senous ” (Sn C Tievelyan) 

( b ) The position of the Old Bank of Bombay was unsatisiactor\ fiom 

1S63 until its liquidation, with a loss of capital of about 1,900,000/ 
in 1S68 In 1S65 and m 1867 tkeie vveie laige withdrawals by 
the public, and on each occasion the Government had to piomise 
assistance to pi event, oi check, panic 

Similaily m 1874, at a time when the Government had a balance of 
1,000,000/ at the Bank of Bombay, the Bank lemonstrated against the 
proposed withdiawal of 350,000/, and the vithdiawal was postponed (See 
pages 30, 32, and 49 of Appendix II ) 

The immediate cause oJ the establishment of tiie Resei ve Tieasunes was 
the incident of 1871 


III 

Alternative methods of dealing with Government balances m India 

13 The possible changes in the method of dealing with Government 
balances m India seem to be as follows — 

1 To increase, either with oi without intei est, the amounts placed with 

Presidency Banks 

2 To place money with othei Banks 

3 To lend on secuntj to turns and institutions othei than Banks 

14 The consideiations bearing on these alternative methods appear to be 
as follow s — 

Piesidency Banhs 

Between 1899 and 1905 theie was consideiable discussion in India 
regarding the position of the Presidency Banks, ansmg out of the proposal 
for the establishment of a Cential Bank, and ending with ceitam enlaige- 
ments of the powers of the Banks made in the Pi esideucy Banks Act of 1907 
In the course ol thetllscussion the suggestion was made (but not suppoited 
by the Government of India) that the Government should do moie than it was 
then m the habit of doing (and than was contemplated m Loid Geoige 
Hamilton’s Despatch quoted on page 2) to place money at the disposal of the 
banks m the busy season So fai as such action might lead to a i eduction of 
the late of discount, especially m the busy season when it seldom fails (seb 
Statement I of Appendix II , page 86) to leach 7 per cent at Calcutta and 
Bombay, its advantages aio obvious 

15 But there aie impoitant considerations to be borne in mmd on the 
other side — 

(1 ) Although the total Government balances Bom 1909 have been in 
excess of its immediate requirements, this has been due to excexitional 
causes which have almost passed away Ordmauly the total balances do not 
exceed except peihaps foi shoit peirods, wdiat the Government needs, as is 
shown by the Jigmes in Statement B , pages 74-5 Assistance given to tiade 
m the mannei suggested would theiefoie be liable to be spasmodic, and the 
withdrawal of money when needed by the Government might cause general 
inconvenience and disoiganisation I believe that the Government of 
India have generally attached much impoitauce to this consideration In 
a lettei to the Secietary of State (Lord Geoige Hamilton), dated 18th 
January 1900, they said “Regaidmg the general dangei involved in the 
“ financing of tiade by r the Government, we have befoie us tlie woids of 
“ Lord Salisbuiy’s Despatch of 6th May 1875, ‘ Capital supplied by Govern- 
“ ‘ meut, and not lepiesentmg the savings of the community, is a resouice 

A. 2 
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“ ‘ on whose permanence no reliance can be placed, and winch therefore tends 
“ ‘ to lead tiade into dangeions commitments The warning conveyed m 
“ those woids still holds good The Presidency Banks have 

“ excellent leserves, it may readily be admitted But those leseives could 
“ not, m the peculiai cncumstanees oi India, be suddenly 7 converted into 
“ cash, and it seems theiefoie rmdesnable that tlie account of one depositoi, 
“ and that one a Gov eminent exposed, as the Gov eminent of India is, m a 
“ most unusual degree, to sudden calls and emeigencios, should occupj «i 
“ position of sue h dangeions impoitance r J o look to no giavei eontiugencj , 
“ it is cleai that a sudden tall In Got eminent foi its money would influence 
“ discount lates m a war that would senoush liampei tiade I gather that 
the piesent opinion of the Government of India is not substantially difleient 
fiom that which was held m 1900 On 18th beptembei 1911 fen G bleetwood 
Wilson, Membei of the Goveinoi-Geneial’s Council in chaige ol the bmance 
T)epaitment, was asked in the Legislative Council ‘whether Government 

“ will lend to the money maikets in 
* It "'ll he- seen from colnmn 2of,St-Ue « against the deposit of securities 

mentc (showing Monej held m the tw , approved chaiactei vvlieu then 

Re^eixe T-ien^irie^), jnge /o,that ji cuunig xl - , ,, , 

191 2-1 S the Government of India had JlGclSUlN btuftHCCS <116 tUICi 

wished to pi ice Hi go deposits hom then replied, “'Hie Government oi India 
Tiensm^ lnhnn.es with the Pitsulencv « ] efne considerable sums out ol tlreir 

Bints thev would not h i\c been pi e\<nted ,, T i r i,„i„„,„„„ 1+ i, 

In 1 K h Of means at th .t t.n.i T “dian cash balances on deposit vv ith 

“ tire Piesideuev Banks J hev do not 
“ considei it advisable to make a piactice of lending to the monev maikets 
“ m India in rnv otlrei mannei oi to any laiger extent ” 

r Phe objection against laigelv mcieasecl deposits with the Piesidencv 
Banks fi om sounceitam a souioe as the Tieasruy Balances seems to me 
veiy stiong, and as much so m the mteiest oi tiade as nr that of the 
Government, since it would he most rmdesnable that such deposits, being 
made mainly to help trade (unlike the loans horn India Office balances, 


which are made meieh to earn intei est), should be liable to be suddenly 
vuthdiavvn wlienevei the Government was piessed foi money 

I should add, lrovvevei, that this particular objection would have piacticallj 
no force against any scheme foi depositing additional monev with the Presi- 
dency Banks (at interest and against secunty), ti om the Peseiveol the Papei 
Cunencj Department A proposal on the«e lines (except that nothing specific 
was said about secunty). was placed beioie the Government ol India b> 
the Bank of Bengal in a lettei dated 2nd Decembei 1S99 f The following 
passage is taken fiom the Bank’s lettei “The suggestion winch my 
“ Dnpctois would make is that when the Bailk late uses to a height that 
“ indicates undue piessme, tlie Piesidency Banks may be able to lely on 
“ procunng loans thiougli the Comptiollei-General eithei fiom the Keseive 
“ 'j’reasuiy, oi failing this, fiom tlie Papei Currency Beseive, at the cunent 
“ lates foi demand loans on Government papei, using and falling therewith 
“ In submitting this suggestion mj Directois desire me to state that it is 
“ made with the sole object of eusunng a steady supply of loanable capital 
“at model ate lates These loans would jielcl pioht to Goveinment, and 
1 benefit all who aie intei estecl m a steady money maiket, while tlie Bank 
* (( would undeitake, without piofit to itself, the usk and lahoru involved 
“ ilv Dnectois would also submit that the Papei Cuiiency Reseive is the 
“ most suitable fund to devote to this jmipose, not only because it is Luge 
‘ and steady, and, as expenence has shown, would have been found ample 
“ hom fii st to last to fiave relieved each monetai> piessuie fiom 
“ which India has suffeied, but because it is to the Papei Cuiiency 
that otlici nations look foi assistance at times ol monetaiy stiain, and 
(i ^ efioct is given to the pioposal now made, the elasticity of the cential 
<< resotnees, of which the Indian money maikets vveie depnvecl bv 

ybe ti insfei of the Papei Cuiiency to Goveinment will be lestoied ” 
I lie pioposal of tlie Bank of Bengal was suppoitecl by the Bank oi Madias! 
but stiongly opposed by Mi Daw Lius, m a speech in the Legislative Council 
on otli Januaiv 1900§ and by the Goveinment ol India in a Despatch to the 


f' t ° n T pa p s , ^ G5 to , ° f ‘ Pa P els relating to the Pioposed Establishment of a 

Octobe! ?901),” S™la,190i m ™ ' Wfe ° f lmha ‘ lnd S ^nuU, dated the 12th 
+ Ibld P' 1 S e '116 § Ibid page 394 
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Secretary of State dated 18th January 1900, from which the following 
sentences'- are taken — “ An alternative measure suggested by the Bank 
“ of Bengal is that, when the Bank rate uses to a height that indicates 
“ undue pressure, loans should be made from the coin leserve ot the 
“ Paper Cunency Depaitment This is a suggestion which is open 
“to fatal objections Oui duty, as we concene it, is to maintain that 
“ propoitiou of com m oui total cunency lesene which is ncccssaiy 
“for ensuring convertibility If the piopoition weie laige enough to 
“ admit of loans being made theiefiom, then it would be unneces- 
“ sanlv huge, and the geneial taxpayer, not am particulai section ot 
“ the community like the Banks, should benefit bv the substitution of 
“ secunties toi supeifiuons com ” These objections seem to me reiy uncon- 
vincing The com m the Paper Cunency Reseive has long lieen much m 
excess of what is needed to ensuie comeitibility, and quite laige enough 
to enable loans to be gi anted to the Presidency Banks without inconvenience 
to the Go\ eminent, if the stiength of the Banks is held to he sufficient 
to justify such loans (a point dealt with below), tlie com leseive can be 
maintained without difficulty at the level lequned to make them possible, 
and the loans besides being beneficial m a va\ m which an addition to the 
permanent secunties held m the Reseive w’ould not be, would piobabl} yield 
interest to the same, oi neaily the same, amount pei annum 

(2 j The Government deposits beat what might, peihaps, be legaided as 
a high piopoition to the Capital and Reserve and the Cash ol the Piesidencv 
Banks Statement D (pages 78 -SO) summanses the position oi the tlnee 
Presidency Banks as shown m the last weekh statements published loi eacli 
quaitei m 1S90, 1891, 1892, 1910, 191], and 1912 The percentages ol 
Got eminent deposits (a) to Capital and Reseive and (6) to Cash at the dates 
mentioned m the last thiee yeais w'eie as follows — 



Bank of Bengal 

1 

Bunk of Madias j 

Bank of Bombay 


Borcontngo ot Government 

! 

Pei centime of Government 

Percentage of Government 


Deposits to — 

Doposits to — ! 

i 

Deposits to — 


Capil il and 


i 

1 Cm it tl md 


| i 

1 Capital and i 

0 ish 


lUstr\ o 


111 SCI M 


1 llCSLl \ t 


1910 

i i 






Much 

51 9 

47 9 

54 3 

44 6 

, 91 0 

56 3 

Tune - 

i 50 3 

20 5 

>8 5 

1 24 7 

j 60 9 

28 

September 

51 7 

23 8 

53 7 

20 

, 54 0 

17 5 

December 

47 

34 5 

67 6 

! 39 5 

j 74 2 

! 34 8 

1911 




1 

! 

1 


Match 

54 9 

3G 3 

6S 9 

1 121 0 

, 84 9 

46 5 

.Tune - 

54 4 

26 1 

1 71 

i 33 9 

64 9 

28 8 

Septembu 

51 2 

28 0 

57 1 

‘ 33 1 

61 1 

18 5 

December - 

, 00 4 

2S 9 

53 5 

1 r> 5 

i 

52 4 

23 1 

1912 

I 

t 


l 




Match 

50 5 

29 

1 93 8 

57 

| 83 ! 

| 35 8 

.Tune - 

52 6 

26 5 

1 52 4 

32 4 

I 75 7 i 

30 1 

Septembei 

47 5 

21 4 

48 3 

' 30 8 

‘ 67 9 

27 t 

Decembet 

51 7 

29 1 

52 4 

I 

1 3S G 

i 

! 

51 

, *1 * 


In connection with these figures it is necessary to beai m wind that the 
Banks have not, like most of the gieat English Banks, uncalled capital 
This is a point against a large mcieasc m the amount of Government money 
deposited with the Banks On the otbei hand it should be mentioned that 
the percentages shown above, high though they aie, aie generally lowei (as 
will be seen from Statement "D of Appendix II , pages 78-80) than those 
which pi evaded m 1890, 1891, and 1892 

Deposits oi Doans with othei Banks 

16 The only other Banks m India which can be compared, m lespect of 
resoiuces and volume of business, with the Pi esidency Banks aie certain 

* Ibtd page 399 

K 190CS A 3 
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Banks known as the Exchange Banks, which play the chief part m financing 
India’s foreign trfldG T'liey nre as follows Oliciitcied. Bank of India 
Australia and China, Delhi and London Bank, Hong Kong and Shanghai 
Banking Coipoiation, National Bank oi India, Meicautile Bank of India, 
Eastern Bank, Compton National d’Escompte de Pans, Yokohama Specie 
Bank, Deutscli-Asiatische Bank, International Banking Coipoiation, and 
Rnsso-Asiatic Bank The “ Statistics oi Bntisli India ” contain the follouing 
infoimation legardmg their position m 1910 

£ 

Capital, Reserve and Rest - - 22,600,000 

Deposits m India - - - - 1 6,200,000 

Cash m India - 2,860,000 


1 7 The genei al si, length of the Exchange Banks may not unreasonably be 
held to affoid considerable suppoit to the vien that Goveinment money 
might safel) be enti listed to them On the othei hand 

(1 ) They aie all Banks with Head Offices out of Tndia 

(2) The cash that tliei hold m Indn is, as show n above, of \ery limited 

amount and lepiesents only a sm.ill fraction of then liabilities 
to pirate depositois in India 

(3) Theie is no leason to belieio that the Exchange Banks clesnc an 

extension of the practice of placing Go\ eminent mono) with 
Banks The Go\ eminent ol India lecentl) lnlonned theSecietaiv 
of State of a discussion oil the subject bctueen the Calcutta lepie- 
sentatres of ceitam Exchange Banks, and the Member oi the 
Goveinoi-General’s Council in chaige ol the Finance Depaitment 
The impiession foimed by the lattei was that the suggested change 
of piactice, at am rate if mtioduced on a laige scale, v ould not be 
welcomed by the Banks 

18 The othei Banks about n Inch statistics ai e a\ a liable are nineteen joint 
stock banks legaiding which infoimation up to 1910 is gnen m the 
“Statistics oi Bntisli luch.i ” The chief infoimation foi the icai mentioned 
is as follows — 

£ 


Capital 

Reseive and Rest 


Deposits 

Cash 


1,837,000 
670,000 
17,100,000 
1 868,000 


One of the nineteen Banks has gone into liquidation since 1910 
It seems obuous that not much could be clone by way of placing 
Goveinment balances with these Banks md I am not awaie that am 
proposal to this effect has been put foiwaid bj an) lesponsible bod) 


Loans io Firms and Institutions othei than Banks 

19 It will be seen fiom Loid Salisbuiy’s and Loid Geoige Hamilton’s 
Despatches refened to at the beginning of Section II that the giant of 
short tenn loans at mteiest and on secunt), othei wise than to Banks, has 
long been within the poweis of the Goveinment of India So fai as lam 
awaie, such loans hare neiei been gi anted The onl\ occasion on which 
I can trace that the mattei has been considered by the Secielan oi State 
md the Goveinment oi India, except m the Despatches mentioned, was 
when, as stated on page 4 of this Memoiandum, a question on the subject 
w'as asked in tin Legislative Council oi India, on 18th Septembei 1911 

20 It is obuous that, unless a geneial piactice of giantmg loans is to be 
instituted, exceptional loans to paiticulni films would be open to serious 
objection The difficulties m the way of establishing a general practice are 
buefiy summaiised as follow s in the “ Memoiandum on India Oflice Balances ” 
piesented to Parliament in 1913 (Command Paper 6619) — “ (1) The 
“ loans would piobably be seemed m most cases on mpee papei and 
“ if, thiougli the default of bonoweis, laige quantities had to be sold in anv 
“ ) eai , the annual Goveinment loan m India, which is effected b) the issue 
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‘‘of ntpee paper, might he mimed, (2) In the comparatively small aud 
“ sensitive Indian money markets, the lapid calling in of laige loans to meet 
“ anemeigency might be difhcnlt and dangeious ’ The first difficulty would 
be lessened if loans weie gianted against Bills diawn aud accepted by 
firms of high standing 


IV. 

India Otfice Balances 

21 The management ol the balances of the India Office is descnbed m the 
following extiact fiom the “Memorandum on India Office Balances ” just 
lefened — 

“A considei aide pail of the di-bui cements m each veai consists oi ven 
large pajments which aie made within \ei\ shoit jienods This is lilustiated 
hi the following figuies showing the total payments m ceilain penods m 
1911-12 — 

“ 1st to 5th Apnl 1911, 3,624,3011 (including 2,084,8971 foi annuities 
and inteiest, and 1,333,3332 loi Papei Cunency Reserve investment) , 
1st to oth July 1911, 3, S15, 7102 (including 2,691, 367Z foi annuities 
and inteiest, 1S7,737Z loi Gold Standaid Reseive imestment, and 
303 ,S00Z loi dischaige of debt), 1st to 5th October, 2,462,000Z 
(including 2,Jli,005Z loi annuities and inteiest) , 1st to 5th January 
1912, 3,100,S57Z (including 2,6S3,769Z foi annuities and inteiest, 
and 7‘3,O0OZ foi dischaige ol debt) 

“ Theie aie al«o otliei laige payments such as those foi lailw ay stoies, 
which have to be made at veiy shoit notice, but at dates that cannot be 
exactly foieseen, since they depend on the punctuality oi othenvise of 
contraetoi s 

“ The money fiom which these pajments aie made is not leceived just 
at the moment at which it is needed The gieatei pait of it is denved from 
the sales of Council bills and telegiaplnc transieis which, though m 
unfnouiable jeais tliej arc liable to cease loi consuleiable penods, take 
place as a nde eieiy week Sometimes, but in many jeais not moie than 
once m the jeai, laige sums aie received m a shoit time as the proceeds of a 
loan oi loans 

“It is thus necessan, as a lule, in piepaiation loi the periods of heaij 
payments, to accumulate the weeklj i eceipts so as to lia\e them in hand oi 
at call loi use w hen the monej is lequned 

“The whole of the woikmg balance thus lequned might be alkwved to 
leinain at the credit of the Secretaiy of State at the Bank of England, m 
which case the levenues of India would recoup no inteiest on it, but the 
practice followed since 1838 has been to keep a ceitam pait of the balance 
at the Bank and to lend the lemamder at inteiest 

“The usual method is to lend to cei tain banks, discount houses, and 
stockbrokers ol high standing, whose names aie included in an approiecl 
list, now containing 62 names The list is leusecl penodicallj, aucl 
applications foi admission are caiefullj consideied with lefeience to the 
standing and resources of the applicants and the natme of then business 
Loans to bonoweis on the apjnoved list aie gianted as a lule lor periods 
fiom three to fi\o weeks, occasionally loi six weeks, so that the wdiole balance 
could, if needed, he called m within six weeks 

“The Accountant-General mfoims the Secietaiy of Stale’s biokei daily of 
the amount of loans that may be lenewed, the amount oi new loans that may 
he placed, oi the amount that must be called lie also furnishes the dates 
foi the maturity oi the renewals and new loans, so that monej T may he 
available to meet lequnements The biokei is responsible for obtaining the 
best possible rate of interest The amount of a loan is not paid out from the 
Secietarj r of State’s account at the Bank oL England until the secuntj has 
been lodged at the Bank The secuuties which the biokei is authorised to 
accept are as follows — Exchequer bills and bonds, Tieasury bills, Parlia- 
mentary stocks and annuities ol tlie United Kingdom, securities on which 
the mteiest is guaranteed by Parliament, India stock, debentures, bonds, 

A 4 
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and bills , Rupee papei , Guaranteed debenture scrip (fully paid), or bonds 
of Indian railway companies , London County stock and bills , Metropolitan 
consolidated stock, Coipoiauon of London debentmes, Metropolitan water 
Boaid bills, and “B” stock The paiticulars of each loan transaction are 
submitted each week to tbe Finance Committee foi appioval, and each 
month to the Auditoi of the Accounts oi the Seciet.m of State in Council y 
“In 1000 it was found that the bonoueis on the approved list (ould not 
tike the full amount ol the bahnets mailable loi loan, and, in oidei to 
obtain employment lor tliciunds, tbe biok< 1 was mstiucted, as a tempoiaiy 
moasuic, to deposit the excess miount horn time to time with leading 1 ondon 
hanks, usualL for penods ol lietwcen one and thioo months The pioccduie 
adopted w as as follows —The Accountant-Gcneial informed the Secietaiy 
of State’s hi okci of the amounts available, and tbe penods loi which he 
desned to employ them Aftu consultation with the Chninnnn of the 
finance Committee the biokei negotiated w it h the xanous banks so as to 
obtain the best possible i ites of mt ei est, which weic governed by the lates 
cm lent in the discount mniket lie then lepoited to the Accountant- 
Geneial, md the paiticulais of dl deposits wcie submitted to the Finance 
Committee and the \uditoi In \ovembei 191 1, it was decided that, so long 
as it should be found nec es^aiy to fontinue the piactuc ol depositing with 
banks, the amount on deposit at any one bank should be limited as a general 
mle to 1,000,0001 , and the munbei of banks at which deposits were made 
was mcieased to seven The balance his now been so much leduced that it 
is no longei necessai y to deposit with banks 

“ Tbe lates obtainable on the India Olhce balinces necessarily depend on 
those cm lent in the London Money Mai kef foi slioit loans and deposits, and 
these ai e sometimes highci and sometimes lowei than those at winch 
peimanent loans, bonds oi lulls foi a veai can be issued In .1900-] 0, 
1910-11, and 1911-12 the i ales paid by the India Office on issues ol India 
stock, bonds, and bills have i aiied between 3/ 12s lid and 21 3s lid pei 
cent Dining 1911-12 the aveiage rate oi inteicst icceived by the India 
Office on loans to approsed bonoweis was 2 60 per cent and on deposits 
2 43 pei cent Inhumation to this eileet was gnen in the Yiceiov s 
Legislative Council on 22nd Maich 1912, and the chffeience between the 
lates lecened and pud lespectiveh attiacted the notice of Colonel Vate, M P , 
Mi Stew r ait AI P , and Mi Thome, MP, the lattei of whom asked (0th 
November 1912) ‘ wbetliei theie is any ti utli m the statement that the India 
‘ Office is in the habit of lending money at 2} per cent and boi lowing it 
‘ back at 3f pci cent ’ The explanation i^, ol couise, that the India Office 
bonows only when it appeals necessai y to do so m oidei to meet capital 
expendituie oi (leiy exceptionally) to make good, tempoimily , a deficit due 
to famine oi otliei causes of a sunilai exceptional natuie, and pavs the late 
of mteiest necessitated by maihet conditions on the loans, mostly in the 
foi m of peimanent stock, which it issues , whereas it. lends for slioit penods 
topieventits balance fiom lying idle and gets on such loans the best i ate 
that is at the time possible m the condition of the money market, lia\ing 
legaid to the lact that the secunty required is of a \eiy high class and that 
loans aie gi anted only to fauns of very high standing The alternative to 
lending for shoi t penods at lates which aie sometimes below those paid on 
the stocks and other securities that it is necessai \ to issue would be to 
discontinue entnely oi occasionally the piactice of lending, which bi ought 
in to Indian revenues 2,193, 879i m the last 20 years ” 


V. 


Amount of total balances ( India and England combined ) 

^ amount of closing balance m each year considered by the 
Government of India to be necessary for safety m India is 12,500,0001 
lhe amount required m England m ordinary circumstances is about 


H, J 1 ,, f ) es h f s keen slightly enlarged since the .Memorandum was entten 
Ah Ihidook w ill give mfoimation on these points (See Appendix XI , pa°- e 314 ) 
t The weekly lists are now submitted to the Secretary of State and the Council 
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4,000,0001 , or somewhat more, as explained m Sections V and IX of tlie 
“ Memorandum on India Office Balances ”f The Budget of each year, which 
(except so far as concerns fixed cliaiges and loan tiansactions m England) is 
based on estimates flamed hv the Government of India, is chaw n up as a 
rule so as to provide for a closing balance not dilfeung gicatlv from the 
total of these amounts, i e , m round figmes, 17 000,000/ 


23 Tt mil be seen lrom Statement B of Appendix II , (page 75), that 
there aie two lecent yens in which the total balance provided loi in the 
Budget has appreciably exceeded this amount, vi/ , 1011-12 (21,221,440/ ) and 
1012-13 (19,5S9,S71/) The explanation ol these amounts is as iollows — 
1911-12 As shown in footnote 5 to Statement B, the estimated balance 


on 31st Maicli 1012 included 1,903,000/ , being pait of the ‘ opium surplus” 
of 1910-11 special!} held towauls pimuling ioi the discharge of temporal y 
debt after 1011-12 This sum repiesents a poition of the exceptional 
receipts from opium in 1910- LI which, being m the natuie of a windfall, 
it was decided to set aside foi special purposes Tw r o-thuds (amounting to 
1,903,000/) of the total exceptional leceipts was allocated to the discharge 
, , ... n of tempoiaix debt Foi the leasons 

* see Financial Statementof tin troioin , j , , 

nnnt Of India foi 1011-12 piuurraph, fi stated m the Secietary ol States 
to 10 fH G 15') Of 1011 pigos 2 and 1 1 Despatch oi 23nl IJecembei 1910, 

No 1 17, of which 1 hand in a cop} (see 
page 63), it was decided to apply the allocated amount pinnanly to the dis- 
chaige of the formidable obligations in the shape ol bonds matm mg at fixed 
dates which had to be dealt with after 31st March 1912 Failing this, there 
would have been a dangei that an appreciable pait of the limited amount 


that can be borrowed m each yeai would have had to be devoted to the 


discharge of bonds in 1912-13 and subsequent years, instead ol being used 
foi capital outlav on railways and irrigation works The importance of 
avoiding this will appear liom what ib said in Section VII below Foi 
reasons explained on page 10 of the “Memorandum on India Office 
Balances,”! the Budget ioi 1911-12 was piepared so as to piowde for a 
somewhat high closing balance eren apart from the 1,903,000/ mentioned 


1912-13 The comparatively high closing balance provided foi m the 
estimates foi 1912-13 r\as due to the same cause as has been just explained 


21 The actual closing balances at the end of 1908-09, 1909-10, 1910-1 1 
1911-12, and 1912-13 hare considerably exceeded both the standaid 
mentioned at the beginning of this section and the Budget estimates Pait 
of the excess in 390S-09, 1909-10, 1910-11, and 1911-12 was due to 
temporary and exceptional causes, explained m the footnotes to Statement B, 
vi7 , the presence in the balances of (a) the specially hypothecated poition oi 
the “ opium surplus ” of 1910-11 and a similai receipt realised in 1911-12, 
and (b) receipts on account of loans for capital outlay issued, in view oi 
market conditions, short! y befoi e the commencement of the finant ml } eai m 
which the outlay w as to be mcun eel Allowance is made ioi those causes 


m the final columns of Statement B, headed “ Adjusted Actuals ” (pages 7 1-5), 
from which it will be seen that, apart fiom the special causes, theie was an 
excess o\ei tne Budget Estimate, oi the normal standard, or both, in 1 909— 
10, 1910-11, 1911-12, and 1912-13 The factors contributing to these 
excesses are shown nr Statement A (dealing ruth the transactions of the 
Government of India as a whole), and Statement E (dealing y\ith Rerenue 
proper and Expenditure chargeable against Revenue) see Appendix II, 
pages 67-73 and page 81 From Statement E it will be obseived that the 
Revenue surpluses (excluding Proy maal Adjustments) exceeded the Budget 
Estimates m 1909-10, 1910-11, 1911-12, and 1912-1 3 by sums amounting 
to 20,967,184/ m the fom years On the facts shown m Statements A and E 
the following geneial lemarks may be made — 

(1 ) The Budget estimates oi lerenue represent the best iorecast that the 
Government of India can frame m each March oi lire piobable 
receipts and expenditure chargeable to levenne under thermions 
heads duiing the coming financial year Such ioiecaets must 
always he uncertain, since the rainfall from June to Septembei is 
the deciding factor m the financial lesults of each }eai A veiy 
good monsoon may swell the receipts fiom Railways, Customs, and 


f Command Paper 6611 
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Excise to a figui e foi which no prudent Uovci .ament could estimate , 
while a bad monsoon nun depiess to a very low level the leceipts 
from thesouices mentioned and liom Land Revenue , and may also 
necessitate veiy large expendrtuio on famine rebel The uncei- 
tamty of Indian estimates of levenue, due to the incalculability of 
ilie monsoon, w Inch is pet haps sufficiently illusliated by State- 
ment E, may be luithei lllustiatcd by the experience of 1907-08 
and 1908-09, m which years (see Statement A, pages 67-8), the 
net lesults of the Revenue transactions (excluding adjustments 
between the Government of India and Piovmcial Governments) 
weie woise than the Budget Estimate bv 1,016,6001 and 4,451,4001 
lespectivelv m consequence of unfa\ouiable seasons India came 
neai to haiing i similai expenencc in 101 1, m which yeai, as 
was said b\ Sn G Fleetwood Wilson m his speech mtioducmg 
the Financial Statement loi 1912 13, “the hall ol Lidia was on 
“ the vcige ol a dio ight f oi which we might have had to go back 
“ 34 yeais foi a paiallel It was a stnkmg lesson of how 

“ nanow is the line in India between plenty and want ” (HO 144 
of 1912, page 1 ) 


(2) An additional element of unceitamty was bi ought into the Indian 
estimates foi 1910-11, 1911-12, and 1912-13 by the position of 
the opium tiade In 1908 an agieemeut was made with the 
Chinese Government foi the gtadual i eduction of the expoits of 
Indian opium to China and then cessation m 1917 Owing, no 
doubt, to this agieemeut, a sensational use in thepuce of opium took 
place at the end of J 909-10 and continued with vanations until 1912 
But its continuance, and indeed the continued existence oi the 
tiade with China, could nevei be counted on horn one season to 
anothei The agieemeut of 1908 was modified by an agieemeut 
of 1911 piovichng for the teimmation oi the tiade m ceitam 
eventualities befoie 1917 In 1912 stiong lepiesentations m favoui 
of the immediate stopp ige ol the sales oi Indian opium foi China 
weie submitted to the Government oi India b> met chants engaged 
in the tiade In 1913 measuies weie liken which, ioi the time at 
least, have eutnelv stopped the tiade with China The financial 
histoiv of India duung the last tin ce yens has been colouied and 
almost dominated by the uncei taint \ legal dmg the opium revenue, 
of wdnch the lmpoi tance is shown In the following figui es (taken 
fiom Statement E, page SI) of net opium leceipts — 


1910- 11 - 

1911- 12 

1912- 13 - 


Budget 

Estimate 

h 

3,550,100 

3,093,300 

2,930,700 


1913-14 - - 306,000 


Aetna 1 (oi 
Revised Estimate) 

A, 

6,271,531 (Actual) 

5, 22S 312 (Actual) 
4,503,500 (Reused Esti- 
mates Maxell 1913 ) 


(3 ) The un dei spending in soveial jeais (as shown in Statement A undei 
‘9 Capital Outlay on Railways, litigation Woxks, and Delhi,’ 
pages 07-73) of the amounts piovidedfoi capital outlaj has occurred 
to a considei able extent m the expendituie by lailway companies 
o vrn whose action m regaicl to the placing ol couti acts foi stoies 
the Secietaiy of State and the Government of India have only a 
limited contiol Measuies have been taken with the object oi donm 
what is possible to enable lailway companies to spend iully the 
amounts placed at then disposal m each yeai foi capital purposes 


25 It is shown m Statement B (pages 74-5) that the excess of the closum 
oahmees over the nonnal was held m 1909-10, 19J0-J 1, and 1911-12 mamlv 
m England, and in 1912-13 partly m England but mainly m India In 

Avrlor 1 a vcm I no miicno -*-*rl u L,1 i. i i tit 


~ , - t -T ** — — uu u Hirumj' ILL JJLLUia in 

order to bee the causes winch led to its being held m England m tlnee ot 
die yeais, it is necessary to considei the method by which Government 
balances aie transiened fiom India to England nment 
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VI 

Method of tiansfenmg Balance s fiom India to England, and hid" a 

Office Balances 

26 Practical!) the whole oi the Revenue ol India is leceived m India 
Statement A (pages 67-73) shows that about 25 pei cent ot the disbm ce- 
ments of the Government ol India are made in England A compaiatively 
small poition of the disbursements in England is met Jioin the pioceeds o*£ 
loans raised in England Practically the whole of the lemamdei, consisting 
mainly of expenditme chargeable against the Revenue of each j ear, is met 
In means of remittances from India 

27 These remittances aie effected bt one oi otliei of the following 
methods — 

(1 ) The sale by the Secretary of State in London of Bills of Exchange 

(commonly known as Council Bills) and Telegiaphic Tiansfers to 
lie met by the Government ol India m India Details legaiding 
the method of sale will be given b\ Mi Mevmaicli (see Appen- 
dix VII) Tt is perhaps enough to note heie that since 1S99 the 
minimum price ot lulls has been 1& Sjid , and since 1904 tlieie 
has been m foice an undeitalnng to sell bills without limit of 
amount at Is 4 Jd These two puces aie lough and comentioual 
equivalents ol the “gold expoitmg point ’’and “gold lmpoiting 
point ” 

Infoimation legaidmg the manner in which the amount oi the 
sales is legulated is given below 

(2) Occasionally, when it has seemed nnpiobable that the Secietaiy of 

State would be able to obtain by the sale of Bills and Tiansfers 
the amount estimated to be lequned fiom that souice, gold held by 
the Government of India in India has been consigned to London 
As the metallic money held bv the Government of India is mostly 
m the Papei Currency Reseive against notes held m the Govern- 
ment treasuries, the Government ol India, when shipping gold to 
London to be used for the gencial puiposes of the Secietaiy of 
State, must usually take the gold fiom the Paper Cuirency Reseive 
and cancel a cori espondmg amount of notes held m then geneial 
tieasunes or must transfei horn then tieasmies a conesponding 
amount m rupees to the Cuiiencv Reseive 

(3) The conditions in recent veai s have enabled tiansleis of gold from 

the Papei Cunencv Reseive, when icquned to supplement the 
pioceeds of Bills and Tiansfeis, to be effected m a moie convenient 
and economical mannei than in (2) Pait of the Papei Cuiiency 
* See Column 5 of Statement. F Reseive is held in gold in London 
(Appendix II , page 82) (taken fiom the pioceeds of the sale of 

Council Bills ), and the Seci etarv of State can accoidmgly withdraw 
gold from it, when lequired, against either the cancellation of notes 
held in the Tieasunes of the Government of India or the tiansfer 
of rupees from those Tieasunes to the Papei Cunencv Reserve 
m India 


VII 

Method by iilnch amount of Sale s of Council Bills and Tiansfeis is 

regulated 

28 The Indian Cuiiency Committee of 1898-99, over which Sir Hemy 
Fowler presided, said at the end ol then Repoit (paragraph 70) “It is 
“ eminently desnable that, m oidei to assist towards the speedy estabhsh- 
“ ment of an effective gold standaid m India, the Government of India 
“should lestnct the giovvth of then gold obligations” The paiticuln 
leason mentioned by the Committee m suppoi i, ot their recommendation has 
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much less force now, since a gold standaid has been effectively established, 
than it had m 1899 , and the extent to which the recommendation can be 
earned out is limited by the fact that the amount that can lie obtained in 
India towards piovidmg for the capital outlay on lailways and irrigation 
woiks is m normal cncumstances much less than the total outlay generally 
admitted to be desnable, so that consuloi able loans must be issued m 
London But, having legaul to the gencial adv anfage ol resta ictmg, as fai 
as mai he, the giowth of a county’s external debt and to the piactical 
difficulties attending the issue oJ huge annual loans in London on behalf ot 
the Government ol" India, the Seuetaiy of Stite endeavouis to obtain It oin 
nmds piovided m India as huge a piopoition as practicable of the money 
lequned foi each veai ioi expenditure m England on account ol India 

29 It is accoulmgh the piac tice to estimate in the Budget of each yeai 
foi the i omittance to England (to ho used towaids deflating the 
expenditure of the India Office both on levenue and capital account) 
of as huge an amount as the Government of India estimate that they 
will he able to devote to meeting Council Bills and Transfers sold 
by the Secietaiv ot State The estimate depends, of couise, on the 
resouices held by the Government of India in India at the beginning 
of the v eai and then foiecast ol then receipts and then lequnements during 
the yeai , tin* lequnements be.ng foi expenditme on levenue and capital 
account, loi loans to he giantcd to agiicultunsts and otheis, and for the 
maintenance ol a vvoiking balance All these cstmntes aie neLessaiil) 
Iianied by the Gov eminent of India 

10 The actual sales in a jeai often dillei consideiabh lioin the Budget 
estimate, (see Statements A and F of Appendix II , pages 67-73 and page S2) 
In seven out of the twenty veais horn 1S93-9-1 to 1912-13, the tiade demand 
loi bills and tiausieis has not been sufficient to enable the full estimated 
amount to be sold In the lemaming tlmteen yeais the sales have exceeded 
the estimate because tlie practice is to sell iieoly in yeais of heayy tiade 
demand, sab] ect to the consideration, on which something will be said at 
the end of this Memoiandum, that the sales shall not he on such a scale as 
to pi event the inflow ol gold to India to the extent to which it seems likelv 
that tlieie will lie a demaud foi it on the pa it of the public The piaclice 
ot selling iieely is ol long standing The leasons m favoui ol it aie the 
iollowmg, ol winch the fouitli is, iu my opinion, by lai the most nnpoitant — 

(1 ) The oppoitunity ol piuchasmg bills and telegraphic tiansfeis in 

India, as an alternative to consigning gold for the dischaige of the 
tiade balance due to Lidia is a gieat convenience to tiade, more 
especially in times of piessnre This is illustrated by the fact 
quoted on page 4 ol the “ Memorandum on India Office Balances 
(Cd 6619),” that m 16 davs in Januaiy — Febmaiy 1912, telegiaphic 
tianMeis weie sold ioi 3,500,0001 , w ith the lesult of tiansieinng 
this amount immediately horn Government heasuiies to meicantile 
hands I believe that the pi eseut practice is geneiallv appreciated 
by the vanous meicantile communities in India 

(2) II the sale ol Council Bills weie lestncted moie closelv than at 

present, laigei shipments of gold to India to an amount equivalent 
to the leductionol sales ol Council Bills would presumably be made 
by bauks and inei chants ioi dischaiging the trade balance due 
to India, unless, as is possible, the balance of Indian tiade weie 
adversely affected by the change ol system The gieatei pail ol 
such gold would be tendered by linpoiteis to be exchanged by 
the Government eitliei direct loi rupees oi foi notes which 
would be, m due couise, cashed m lupecs, and yvould thus 
fmd its way into the Papei Cunency Reseive m which the 
s greatei pait of the metallic money belonging to the Government of 

India is kept In dare couise the proportion oi lupees to gold m 
the Paper Cunency Reserve would decrease, the stock of Rupees 
y> ould fall to, or beloyv, the limit of safety, and pmchases of 
silver ioi the coinage oi new rupees would be required Ownm 
to the restriction of the sale ol Council Bills, the Secretary- of State 
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tvould probably not be able, as be usually (tbougb not invariably ; 
is, under existing conditions, to buy tbe silvei with money’- leceived 
at tbe India Oflice in payment foi sucb Bills , and be would be 
compelled instead to call on tbe Government of India to ship gold 
to bun, a couise obviously uneconomical since it involves tbe 
payment bv tbe Government ol fi eight and insuunce on the 
exportation fiom India of gold on which bankeis and meicbauts 
have paid similar charges at the time of importation 

SimilaGy, a close lcstuction oi tbe sale ol Council Bills would piobabh 
* 0,000 000/ of gold vis sent lionie In the lH'Cessilate&hipniPntsol 
Go\ emmuit ot Inihi between Oetobei 1000 mil gold bv the Government 
lul\ 1901 4,201,000/ between Tilly 1901 inti t,,,!,- ,,c.,,o11it 

b'ebrmu > 1004 uul 0 000 000/ between August , 1 ’ , ' ~ 

1004 and Tuly 1005, m unly to meet pav merits foi UOt 111V aiiablv avoided 
silvei «nd to the Gold Standat d Reseivc On undei existing COU- 
tliese and simdai occasions India was sometimes dltlODS, to pro Vide foi 
evpot ting ,nd importing gold simultaneously payments to the Gold 
Since tl e list mentioned date the shipments l>v cn i in i 

the Goi emmuit of India have heen — 5,000,000/ otailCUll Cl Keserve and 
to establish the English poition of tlie Paper mvestmeufs Oil behalf 
Cnnencv Resen e, and 2 021000/ light gold coin ol tile Pappl CtUieilcy 
suit at V 01 ions dates ,n 1908-9 and 191 2-19 Reser ve in England 


For tbe reasons giv en m Section VIIIC below I omit consideration of tbe 
possibility oi iuilhei shipments oi gold being lequned to assist tbe 
Seci etary of vState in meeting bis disbursements foi Geneial Purposes 
3 Tbe laigei shipments of gold to India, consequent on a reduction of 
the sales of Council Bills as explained in (2), would sometimes lie 
on a veiy considerable scale In the 'Fable on page 15, the 
reductions ol tbe sale of Council Bills foi Geneial Pm poses that 
would have oocmred m tbe penod 1909-1U to 1913-14 undei tbiee 
possible alteinatrv e methods ol legulatmg tbe sales ate given at 
19,529 5191, 14,513,5191 13,414,5221 respectively In addition 

theie w’eie sales of 8,690,0001 of which tbe proceeds vveie appio- 
pnated to the Gold Standaid Resene and oi 1,333,3001 ol which tbe 
pioceeds vveie used to buv secrmties for tbe Paper Currency Reserv c ~ 
(see Statement F ot Appendix II page 82) If tire sales lot Geneial 
Purposes bad been i educed to the extent shown, and ll tbe sales 
ioi the Gold Standaid Reset ve and Papci Cm lency Reset ve had 
not taken place, tbe extra shipments of gold to India, to adjust tbe 
balance of trade would presumably have been, undei tbe tbiee 
alternative methods, 29,552,819 1, 24,541,819? , and 23,437,8227 
l espectn ely, on tbe assumption that tbe balance of trade would 
not have been affected by tbe change oi practice Tbe shipments 
would presumably’ have been made m each y’eai mainly m tbe 
busy' months when tbe demand foi tiade remittance to India is 
strongest Theie can be no reasonable doubt that the tempoiaiy 
oi peimauent withdrawal, effected at such times, of amounts 
of gold of this magnitude would lujme Indian interests m 
two way’s, viz — by' hampeung the Secietaiy ol State’s loan 
opeiations m London (eg, tbe issue of Indian securities and tbe 
lenewal of matuung obligations such as tbe debentuie bonds of 
guaranteed Indian Railway Companies) and by’ causing a use m 
discount lates m London mud piobably all ovei tbe vvoild) wducli 
could not tail to injure India’s tiade, especially hei foieign trade 
(4 ) When remittances additional to those estimated foi in tbe Budget 
aie made by tbe Government of India to tbe Secietaiy of State, 
tbe proceeds aie used, so fai as not required foi meeting require- 
ments not provided foi m tbe Budget, eithei towards l educing tbe 
amount to be borrowed m England ioi capital outlay oi towards 
paying off debt It should be mentioned that, since excess leceipt-, 
fiom Bills and Tiansfeis cannevei be counted on until late m tbe 
financial y’eai , when tbe lesult of tbe monsoon and the trade and 
agiicultuial position aie known, wbeieas tbe favourable oppoitumtv 


* The fuithu amounts appropriated to the Paper Currencr Reserve, as shown m column 5 
of Statement F (page 82), were set aside m gold, and thus had the same effect on the London 
money mniket as if they had been shipped to India They aie, therefoie, omitted fiom 
consideration m the present context 
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ftoUi rolnttfMox ox' tvr>t w fKaW 

foi cairying mil loan tiansacl ions usually ooe urs, if at all, oul\ 
in tlic financial yea) it follows that tlm pmeeeds of excess sale-, of 
Bills and Tirnsfeis cannot oidnuiih be used foi the avoidance 01 
j epayment ol debt until (he veai allot that in which the cm ess 
sales ha\e taken place Jn this respect the pi notice of the India 
Office lesemblcs that ot the Ti easm> , which applies surpluses to 
the i eduction of debt m the year aftei they hate been icaliscd 

The extent to winch the pioceeds of extra sales of Bills uul 
Tiansleis weie used in 1030-il 1011-12, and 1012-1 5 to dischaige 
debt and to lest net the imount of lion debt eictled is shown in 
some figmis on pige 12 of the * Afenmi mdiiin on Inch i Ofiict 
Balances” iftenlly picocntc d to B.uh nut nt fCd fiblO] The* ( finds 
in tins lespedol existing pj.ee.Ueo.ue* moie full\ shown tn the 
following suinni.m compiled fuun 'Table A, page 00 7 d 

(Jwiru Rrci lvib ami Bismu.si m, xis, JOOO-IO io 101.5 1! 

Capital Receipts (Loam issued lu / Coict innrnt, Capital paid to tin, 
Goiannunt hj Raihuig Com/xnui s and I n funded Debt, i e , Vepo^ils 
of Sai nigs Banl s and Slivkl Funds) 


— 

Itnlm 

1 nf. 1 aii, 1 

r<> a 

1 


L 

i 

1909 10 (11 im il in AiUnm t in 190s ()<)) 


t 17,i (H>) 

1 !7 .,OXi 

, ( It use il m 1009 10) 

2 i7l 70o 

7,170 (XX l 

7,7 I0,7(X> 

1910 11 (Huisiil in \<U mu in 1"09 let) 


(. 57*1 OlKt 

(, 570 (xxi 

( HaiM.ll in PHO 1 1 ) 

2 2 l'i 70*1 

.7 500,11V) 

7 77) si Hi 

1911 12 ( liaised in Ailnim.i in l‘*10 11) 


2 210 000 

2 210 (Vxi 

( R iisul in 191 1 12) 

1 10s loo 

■ 2 s ,7 100 

t.(i. !,70l) 

1912-1 ! i 

1701 too 

> 107, (XX) 

7 2“(> t<X) 

191 1 1 1 (Hiukct 1 •.tun itc) 1 

5,077 ,700 

j ‘.,000,000 

(.(,77.700 

'1 ot il 

17 ll> 1 700 

52 s7 1200 

IS 5 57 "(X) 

Capital Di shin sc mads ( Capital OutUii/ on Railum/s, hm/ation 

II oils. 

and Delhi and lhscltan/r 

of D,bt\ 


1909 10 

5 020, llK) 

> 077, 100 

o s77 200 

1910-11 

5 712 900 

oj,i O(X) 

12 9(9 spn 

1911 1*2 

1 ids 1(H) 

VOOsooo 

12 107 (XK) 

1912-1! - 

t (.7 1,200 

1 5 771 01X1 

Is 2Jo )(X) 

1913 11 (Riulirtl 1 Minniti ) 

t> 2 51 OOO 

10 791 11X1 

l(.,s2 . 1(H) 

t 

2 5 0 10 500 

17 201,200 

> 

70 507 7tX) 

Excess of Capital l'ninuits mu ( apital ; 
Receipts 

7 r .sl (.00 

1 1 iss ooo 

i 

i 

21 %9 (.00 


( 

\ 


o) 


The sigmlieaiit ligiues m this summary aie those m the last 
line They sene, indeed, as m epitome of the hn incnl policy 
consistently pm sued b\ the India Oiln e in the last tlnec \e.us, 
\i/,to take advantaged apt nod of piospcuty and windfalls in 
ludn in oidei (1) to pn ofi the jioition of India’s external debt oi 
w lmh the discharge was cithci obligatoiy oi \en desuahle, (2) to 
overcome, . t s fai as possible', the difhculties in the v\,iv ol t lie* 
lnipiovuneiit of the Indian l.ulwav and migation s\sh'nih caused 1>\ 
the titihnouiable position of the nuuket m London foi Inch ui loans 
Alonc'v held in England as a woikmg balance m pending use foi the 
l eduction ol debt oi deiiawng capital expenditnie earns inteiest, 
the amount so earned fiom 1000-10 to 1 93 2—1 J having been 
1,211,1701 ' The deposit ol balances in India at inteiest is i.ue 


* moo -ui 

1910- 11 

1911- 12 

1912- 13 

rot'll 


t (*ee page 2), and, although thoie 
110,070 aie arguments oi no little ioue feu 
V2,SS0 placing Government monev on deposit 
'372170 " ul1 tJl( * |J iesidenc\ Banks at ceitam 
— times ol the year moie Ireely than has 

1,211,17 1 been customan, such deposits should 
' I think, foi the leasons gn en on pages 3 
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fo 5 above, be made from the Reserve of the Paper Currency 
Department If this were done, the Treasury Balances in India 
would still earn no interest 


VIII 


Effect of Regulating Amount of Sales of Council Bills and Tiansfeis 
othei wise than as uvdei existing Piachce 


31 It seems to me desirable that the Commission should lealrse fully lion 
the recent and pieseut position of the Secretai y of State and the Gov er nment of 
India would have beenaifected if, during the last few veais, there had been 
in foice any method, othei than the one described above, of regulating the 
amount of the sales of Council Bills and applying the pioceeds of sales 
effected in excess of the Budget Estimate In Supplemental y Note I on 
“ Alternative Methods ol Regulating Amount of Sales of Council Bills 

“and Transfers,” I compare, as closely 
as the conditions allow, the actual 
sales of Council Bills and Translers 
for Geneial Pin poses ftom 1909-10 
to 1912-1 1 and the estimated sales for 
19I3-H, with what the\ would have 
been if legulated by am of what seem to he the only possible alternative 
methods According to the calculations m that Note the pi unary effect of 
applying in 1909-10 to 1913-11 the vanous possible alternative methods 
of regulating the sales of Council Bills would hare been as shown in 
the following statement 


' This poi iod i« chosen boouM. 1900-10 
is the }eu in which aftei i period of 
whctsitv India began to enjor the financial 
piospei it \ which led, iraong othei icsults 
to i conaideiablc mciLise of the Indii 
Office hat nice o\ ei the inn rn it lev cl 


Vlcthnil of regulating Sales 


1 


Reduction that 
would lm\ c 
1iu.ii caused m the 
Scoretnr, of 
St ito s loeepits 
from the salo of 
Dills and Transfers 


Z 


Portion of 
reduction that 
w onlil have been 
undo good by 
w ithdmvrnl of 
Gold from Paper 
Curroncv R(.ser\L 
in lugland to 
pas for Sih or in 

mz-m 

! 


Amount that 
would hnvr 
had to ho made 
good in othei war s 




I 

1 Limiting tfiem to the amount of the 

“ Homo Charges,” t e the net ex- j 
penditme of the Inch i Office oh irgc 
nhle against Revenue (Section II of , 
Supplemental v Note 1 ) 

2 Basing Budget estimate on foi gend of ! 

what Secretai \ of St ite c m sell and 
Government of Indm cun meet , and * 
limiting sales to amount of this 
Estimate (Section III ) 

I Limiting them so as not to allow the 
India Office Bal mce on 31st Match 
of anj } eai to exceed 4,000,000? 
(Section IY 1 


e 

19,529 519 


14 518,519 i 

i 


13 414,5221 i 


7,060,000 


7,060 000 I 

i 

i 

t 

I 

3,931 200 i 


£ 

12,469,519 


7,15S,519 


9,4bl,322t 


+ Subject to a possible moderate redm tion for the re isons given in the Itbt pirugiiphof Supplementary 
Xoto T , p i_c 2 i 

32 Regarding the futures m column 3 of the Table above, it is peihaps 
unnecessary here to domoie than explain that, as i shall be able to show 
when giving evidence regarding the Gold Standaul Reset \ e, the gold m the 
Paper Cuirencv Reset ve has been in the past, and would be m the iutuie, a 
most valuable lesouicein apenod of bad tiade low aids enabling the Secretary 
of State to pay his way and support exchange Its dissipation rn a period 
of abounding piospenty would be extiemely unfoitunate 

33 The significance of the figniesm column 4 of the Table is much more 
serious It is obvious that the only methods by which in any circumstances 
the amounts shown in that column could have been made good aie as 
follows — 

A Reduction of India Office Balance 

B Further withdrawals of gold fiom the portion of the Papei Curiencv 
Reseive held un England, * 



16 


HOI VI COMMISSION 0\ INDIAN 1 IN VNCr 


C Remittances ftom India bv means othei tlian the sale of Council Bill* 

U Reduction of India Office chsbui sements 

E Inciease ot loans issued by the India Office 01 bv Guaranteed 
Railway Companies undei the inthorify ol the India Office 

34 Tiie facts legal ding the practicability 01 othei wise of these methods 
aie as follows — 

A Reduction of India Office Balance —Taking the peuod 1909-10 to 
1913-14 as i whole, no sucli 1 eduction would have been possible, 
since, as shown m statements A, 13, and G, the estimated balance at 
the close of the peuod is about 4,000,0007 , which is approximately the 
mimimum compatible with safety 7 9. he fact that for a considerable 
time within the period the balance was higher than was lequned, 
and the extent to which this was due to divergencies between 
estimates piepaied by the Government of India and actual results, 
aie discussed sepaiately m Section IX 

B Futility uithdi aicah of Gold ftom the poition of the I’ajici Ctorency 
Reset ve held m England — The amounts of gold so held timing 
the peuod 1909-10 to 1913-14 have been as follows — 

L 

April 1909 to Eebi nary 1910 - - 1,500,000 

Mai cli 1910 ----- 2,500,000 

A pul 1910 ----- 3,375,000 
Mev 1910 - - - - 1,165,000 

Tune 1910 to lanuaiy 1911 - - - 4,245,000 

Febiuary 1911 to Januaiy 1912 - - 5,045,000 

Febiuai'v to Octobei 1912 - - - 5,700,000 

Novembei 1912 to Febiuaiy 1913 - - 7,300,000 

Mai eh 1913 - - 6,100,000 (Reduc- 

tion due to transfei of 1,200,0001 to 
Gold Standaid Reseive) 

It is assumed m column 3 ol the Table on page 15, if any of the 
possible alternative methods ol legulatmg sales bad been m foice, 
the lollowmg amounts would have been taken in gold fiom the 
poition of the Papei Cuiiencv Reseive held in England — 

i, 

Undei first and second alternative methods 7,060,000 
Undei thud alternative method - - 3,931,000 

It is obvious that, undei the fust and second methods, theic 
would have been no possibility of taking any fuithei appieciable 
amount fiom the same source tow r ards making good the deficiency 
show n m column 4 of the Table Undei the thn d method, 3 369,0007 
could have been so taken between Nov embei 1912 and Febiuary 
1915 oi 2,169,0007 in March 1913 For the leasons given m the 
lemaiks immediately aftei the Table, this step would have been 
exceedingly unfoitunate 

C Remittances ftom India otherwise than l>y the sale of Gotmctl Bills — 
The only piactical alternative method ol remittance would have 
been the shipment ot gold to London by the Government of India 
foi the Geneial Puiposea ol the Secretan of State As stated m 
Section VII (2), such shipments have been made m the past mainly 
foi specific purposes such as payments foi silvei or loi secuiities 
foi the Gold Standaid Reseive when it w r as impracticable to effect 
by the sale ol Council Bills the remittances lequned foi such pay- 
ments I believe that they would not have been made in the peuod 
from 1909—10 to 1913—14 foi the Geneial Puiposes of the Secretaiv 
of State if m that period the sale of Council Bills had been delibe- 
rately restricted m the manner assumed m Supplementary Note I 
(page 22) My reasons are as follows —If the sale of Council Bills 
had been lestucted, it would presumably have been done m accord- 
ance with the view that some specific limit should be imposed on the 
amount to be remitted by the Government of India to London m 
any given peuod Unwise as such a jiolicy would have been — since 
it w ould have mv olved locking up in Indian, treasuries money that 
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* Su Supplement u \ JfotiTI (page *20) 
on “Cost oi Reducing Sales of Council 
“ Bills and substituting Remitt mees b\ 

1 Shipments of Gold ” 


E 


under the existing piactice has been and is being used m London 
to pay foi railway matenal ioi India, to leduce India’s foieign debt, 
and lot snnilai pm poses — it is just conceit able that it would have 
been adopted But it is past beliel that the Government that 
adopted it would hate neutialiseel it by substituting foi remittances 
bt the com en tent and economical method ot selling Council Bills 
and Ti ansfeis, au equivalent amount oi lemittances by the shipment 
of gold, a method which, as explained m paiagiaphs (1) and (3) on 
pages 12 and 13 would have been adopted, if at all, as part of a 
system injurious to Indian tiade and prejudicial to hei mteiests as 
a bonowei m London, and would also have involved loss (in the 
shape of payments for fi eight and insurance, loss of piennum on 

Council Bills, and loss of in- 
terest on balances) which I 
have calculated at 61 8,800 1 , 
694,681Z , oi 1,069,1201 , 

accoidmg to the method 
adopted of restiicting the sales oi Council Bills I have nol 
o\ ei looked the fact that — since Council Bills and Ti ansfeis, if 
sold at all, must be sold when the public wishes to buy them, 
wheieas shipments oi gold can be made at the time chosen by the 
Government — the change ol method would have to a considerable 
extent, enabled the laigc tempoiaiv mciease in the India Office 
balance, dealt with in Section IX below, to be avoided But I 
believe that, foi the reasons given in Section IX, that mciease 
has caused no disadvantage ol am kind to India And I am quite 
sine that (having legaid to its veiv exceptional causes and the 
extieme improbability of then lecmience) it would have been 
unwise to make, foi the pui pose of avoiding it, a drastic change m 
financial piactice involving senous immediate lisle md loss to tiade 
and to the Government and the possibdit\ of snnilai risk and loss 
heieaitei 

Reduction oi India Oflice Disbm semcnls — The expenditure chaigeablc 
to levenue consists almost cntnely of fixed charges (inteiest, pen- 
sions, leave allowances, Wai Office chaiges), and of payments ioi 
stores lequued by the Government oi India It could not be 
i educed The capital outlay on larlways and n ligation woiks (the 
lattei ol small amount), and the payments loi discharge oi debt, 
could have been i educed The consequences aie discussed below 
Ineicase of- Loans — It may be assumed that up to a ceitam point 
an increase would have been possible The consequences aie 
discussed below 


35 I believe that, if a shoitage oi the Secretary of State’s receipts bom 
Council Bills to the extent shown in column 4 of the Table above had 
occuned bom 1909-10 to 1913-L4 owing to the adoption of closer lesfnctions 
on the sales, the couise taken to make both ends meel would have been 
mainly, if not entncly, (a) to leduce the Capital Outlay on Railways, (6) to 
to leduce the expenditure on the discharge oi tempi uaiy debt, (cj to mciease, 
oi to attempt to mciease, to some extent the issue oi permanent loans 
Tlieie can be no doubt that each of these measures would have had senous 
eilects, not merely oi mainly of a financial nature in the naiiowei sense, on 
the position of India both immediately and m the tutrnc Those effects may 
be bnefly indicated as follows — 

(a) The desirability ol developing the Indian railway system as lapidly 
as (oi moie rapidlv than) has been possible m the last iew yeais has been 
recognised by the Secretary oi State and the Government of India 
Eloquent representations have been made as to the inconvenience and loss 
caused to producers and merchants by the difficulty of oopmg with the 
traffic that oifeis Moreovei llieie aie many districts, not now seived by 
railways, to which railway communication would bung certainly an increase 
of piospenty and piobablv an mciease oi security against the woist con- 
sequences of di ought A reduction ol the capital expenditure on railways 
would have meant at least the postponement oi these advantages 

( b ) A reduction in the amount of temporary debt discharged m the last 
iew yearn would have reduced India’s power of borrowing in London m 

V lUOhS B 
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futuie 5 ears , and would therefore have involved m the futuie disadvantages 
of thp same geneial natuie as the reduction of capital outlay would have 
involved m the immediate piesent It would also have involved one 
particular disadvantage of very gieat importance, vi/ — the letention of 
obstacles which the coruse actually follow ed has removed, nr the way of 
pursuing a libeial policy when famine next occuis At such a time the 
issue of temporal y loans m London is a most valuable resource foi meet- 
ing the lmancial difficulties wdncli must anse , and the extent to which it 
can be used on any particular occasion is laigely governed by the amount 
of tempoiaiy debt then m existence 

(cl In view of the difficulties that attended the comparatively small issues 
(J2, 873, 2001 ) in London of Indian Government and Guaranteed Secunties 
in the period fiom 1909-10 to 1913-11, there can be no doubt that am 
appreciable increase of then amount would have alteied the position of 
such secunties matenally foi the woise This would have mcieased the 
difficulties m the way of futuie issues, and would theiefoie have led m the 
futuie to disadvantages ol the kinds desenbed m (a) and (b) 

36 The above i emai ks set foi th w bat, in my opinion, w ould have been the 
consequences of adopting m the penod fiom 1909-10 to 1913-14 a diffeient 
piactice legal ding the sales of Council Bills fiom that which has actually 
been followed Assuming the couectness of nr} view as to the way in which 
the deficiency in the Secietaiy ot State’s lesouices caused by a i eduction of 
the sales would have been met, it is cloai that the economic development of 
India and its piotection against the woist consequences of any futuie famine 
would have been senously piejudiced At any time lieieaftei a similai 
penod may occm again, though I hope that the chfleiences between the 
estimates of the Government of India and actual lesults will lie less than m 


the penod mentioned, so as to avoid ceitain consequences mentioned m 
Section IX below In the event supposed, I think that the best intei ests 
of India will demand that the piesent piactice legal cling Council Bills he 
follow ed, viz , that (subject to not mteifemig with a flow of gold to India to 
the amount likely to be used by the public) they should be sold fieely up to 
the amount that the Government ol India can meet aftei piovichng adequatelv 
foi requirements in India This does not postulate any thing as to the desna- 
bility oi otlieiwiM ol the Government of India undertaking to meet m India 


largex oi othei requirements than now, eg, the supply of tempoiaiy 
accommodation foi the Indun money nraikets 1 lecognise that such action, 
though disadvantageous if and in so far as it might leduce the capacity of the 
Government of India foi meeting Council Bills, is not to be rejected meiely 
* , r , on that account ’ But this recognition 

d ition Vould ho molt uh not igeonsly C ° eS nat m anV ' V ?Y COn(llCt Wlth tllc V ^W 
granted to the money mniket m Intli i that the available lOSOUlCes of the 
tiom the Piper Cnntncj Re'.em (Sec Government of India, vliatevei they r 
non III ib°\c), and (2) that, t\cn if mav fiom time to time be aitei pio- 
grinteu noni the Jieisun B nances, it , . „ c_ , t i , L , , 

would iltci the time, but not j educe the , 101 leCJlUieillGlitb IlldiH, sllOtlld 

imount, of tlie s iks of Council Bills be used fully and iieely, as nndei the 


piesent jnactice, ioi meeting Council 
Bills , since othei wise the iesult must be eitliei that gold will be uselessly 
and wastefully shipped to and lio between India and the lest ol the 
world oi that money will lie idle in Government Tieasimes m Incha 
while expend rt uic foi Indian purposes m London, which is now always 
mgentlv needed and will be so ioi as long as can be foreseen, will eithei 
not be inclined oi will be met, if at all, fiom loans which, ruidei existino 
piactice aie avoided 


High India Office Balances fiom 1910 to 1913 

37 Up to this point I have dealt with the penod fiom 1909-10 to 1913-14 
as a whole, because this seems to me necessaiy foi considering the effect 
of the piesent practice legal ding the sale of Council Bills and of am change 
tlieiein But it is necessaiy to lefei to a fact which is connected with but 
not solelv oi mainly due to, that piactice, v./ , the high level at which the 
India Office balance stood foi pai t of the pei lod Betw een Fcbi uaiy 1910 and 
beptember 1 012 they stood abov e 10,000,000? This fact and its connection 
with line sale pr Council Bills have given use to cnticism of a kind illustrated 
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by the following extracts fiom an article published by the “Times’ on 
4th November 1912 liom “ an Indian (Jonespondent ” — ■ 

“ Let ns see foi a moment what this accumulation of Indian money means 
It means that many millions steiling oi Indiau money have been impioperly 
withdiawm fiom India They lepiesent sums extiacted fiom the taxpavei m 
excess of the lequnemeuts ol the State, capital withdi awn from India loi 
use in London and there used, not in pm suit oi * Indian mfeiests but foi the 
convenience of joint stock banks trading on inadequate gold leserves 
Theie is theieioie no justification ioi the sale of a single bill by the 
Secietan of State beyond the actual amount which he needs to dischaige his 
obligations m London But these excessive sales oi bills aie a convenience 
to the exchange banks which have to lemit lunds to India, and it is often 
cheapei foi them to buy bills than move bullion They also aftoid a means 
of obstiuctiug the natrnal flow’ of gold to India, and in this way alla^ the 
tenois oi those joint stock banks wdio leahse the inadequacy oi the London 
gold lesenes, and aie not aveise to piotectmg them at the expense of the 
Indian taxpayei These, oi couise, aie ieason 0 which cannot be avowed 
Foi long the Chanman oi the Finance Committee at Whitehall 
w r as Loid Inchcape lie at least had Indian expenence, although it 
was altogetliei out of date, and laige mtei ests in India, though he was 
nevei zegaided m India as m an) sense of the woid a lepiesentative 
oi Indian mtei ests Loid Inchcape was succeeded as Chairman by Sn 
Felix Scliustei, who is assisted bv Mi Cume and a civilian who has no 
dnect knowledge oi Indian conditions No one questions foi a moment 
the integnty ol these gentlemen, but it, is quite obvious that the mteiests 
which they most dnectly i epiesent, and the envnonment by winch they aie 
most likely to be influenced, are not Indian mteiests The thought always 
uppeimost m then minds must be the position oi the gieat joint stock 
banks Now' the distinguishing ieatme oi the English joint stock banks is 
that they do an enonnous business on a ndiculously small cash iesei\e, and 
that although gieat imancieis in succession have pointed out the dangeis oi 
the situation, the banks have leiused to shaie any portion oi the bm den of 
strengthening it It is veiy convenient to these banks to have 40 millions 
of Indian money locked up in London, and to iecei\e laige loans from it, 
with oi without secuuty, at, low mteiest When the Finance Committee 
turn foi advice, it is on the exchange banks that they lean The mteiests 
of these banks aie bound up lvitk cheap lemittances to India , it is nothing 
to them li Indian mteiests suftei, oi if the Indian taxpayer pays Small 
W'ondei is it it, giouud between the joint stock and the exchange bank, 
Indian mteiests have been leduced to powMei and she has been compelled 
to see hei resouices diveited to the boistenng up oi depreciated secunties, 
to financing the City, and iiequently to anesting the natural flow T of bullion 
to hei shoies ” 

38 This and sumlai statements seem to lest on the assumption that the 
Secietaiy of State has adopted a policy of letammg in London a balance 
gieatly in excess oi the amounts needed to meet his lequnements This 
assumption is incoiiect Its mcoiiectness is shown by ivhat is said m 
Section VII , and by seveial of the Statements that I am submitting, but 
most conveniently and briefly m Statement G- of Appendix II , headed 
“ Summaiy of India Office Transactions 1909-10 to 1013-14 ” (page S3) That 
Statement exhibits the following facts — 


A The, Budget Estimates from 1909-10 to 1913-14 piovided for the 
l eduction of balances as follows — 


■ 

Estimated opening 
Balance 

Estimated 

reduction 

Estimated closing 
Balance 

! 

1909- 10 - - 1 

1910- 11 - 

1911- 12 - 

1912- 11 

1913- 14 .... 

£ 

7,697,989 

12,739,297 

16,055,518 

18 320,649 
8,372,900 

( 1 

£ i 

4.369.300 
7,473,400 | 

7.317.300 1 
11,598,800 

4,280,500 

1 

£ 

3,328,689 

5,265,897 

S,73S,21S 

6,721,849 

4,092,400 
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B In 1009-10, ] 910-11, and 1911-12 the balance was increased dunng 
the yeai, instead of being reduced, as estimated, and m 1912-1 > Hie 
reduction was of less than the estimated amount 

Byfai the most important cause ol the dilleicnce between the Budget 
Estimate and actual lesults was the excess of the leceipts Jrom Council Bills 
ovei the estimate fiamed by the Goveuuncut ol India, at the beginning o 
each yeai, of the amount that they could meet The excesses worn as 
follows — 

£ 

1909- 10 - - - 1,806,586 

1910- 11 - - 8,188,303 

1911- 12 - - - 9,215,216 

1912- 13 - - 10,160 000 (of this 7,060,0001 ma\ be 

legaided as diallings against siliei 
coined dining the year) 

The causes to which tliei neie due aie shown in Statements A and E of 
Appendix II (pages 07-73 and 81) 

C In 1910-11 a pait of the mcieasein the icceipls horn Council Bills was 
used foi the dischaige of 1,000,0001 debt not pi ouded foi m the Budget, and 
similarly m 1911-12 aud 1912-13 the issues of loans wcic i educed In 
1,639,8971 , and 1,315,000? respectively below the Budget estimates 

A fact that is not exhibited b\ Statement C (page S3;, is tint (lie mason 
loi not using in a similu way a laigei poll ion ol the excels leceipts fiom 
Council Bills m the \eai m which they oet lined, is that the infoimation that 
the Government of India weic able to supply, as to the probability of 
then occnuence was on each occasion ion incomplete until neaih the end 
of the yeai, when eithei the loan piogi.umne of the yeai was complete, oi 
the time .it which it was possible to dischaige additional tompoimv debt had 
passed by , so that, to a gieat extent, as explained on page 13, the excess 
leceipts had to lie used foi the dischaige of debt oi the i eduction of 
new issues m the yeai aftei that m which they accmcd A consul ei ihle 
amount ol detailed infoimation on this point is given in Ihc “Memoiandum 
“ on India (Mhce Balances,” meutlv piesented to Pailiament (Cd 6619), 
which it is pi ohalily not necessan to lepcal heie but it may he 
useful to uqnoduce fiom the Memoiandum (pji 11-12) the following 
sentences — “ In 1910-11 and J911-12 a laige pail of the inci case ol leceipts 
“ occuued late m the veai If it had oceuued eaihev, the ellect would have 
“ been that the Secietaiv ol State would have been able to alt ei somewlnt the 
“ time of dischaige of tempotaiy debt 'The total amount discharged m the 
“ thiee jeais (1910-1 1 to 1912-13), would not have heem gieafei, since bv 31st 
“ Maich 1913 all the teinpoiaiy debt matin mg by that date will have been 
“ paid off, but the final instalment ol India Bills would have been paid oil in 
“ June 1912 instead oi m Decembei ’ 

39 Y\ hat has been said above is enough to show that the Societal \ of State 
has not adopted a now policy ol the kind assumed m the statement quoted at 
the beginning of this section, and that the high level at which the India Ollice 
balance stood m some lecent yeais is due to following established piactice in 
a penod in which, foi seveialyeais in succession, the lesouices acciuingyeai 
by yeai to the Government ol India diheied by an exceptionally laige amount 
horn the Budget Estimate 

JO The question anses whethei the possibility of this lesult is a leasonloi 
altenng the existing piactice legarding the sale ol Council Bills On tins 
question I ventuie to oltei the following lcinnks —It is, I think, cleai liom 
what is said m Section VII that a change m the existing piactice would be 
substantially mpuious to impoitant Indian mteieits ll so, it ought not to 
be changed unless the disadvantages oi its continuance aie seuous The 
disadvantages which, as lai as I have obseived, aie imputed to the piesent 
piactice, aie as follows — 

o ' J r ^ u ' STlb P lcl0n "«hich is said to be moused m India when the Seciehm 
of State's balances use as high as thev have done in lecent veaia 
lxegai ding this, theie aie two points to bo noticed (A) The “Times” 
stated on 20th Januaiv 1913, with leieience to the senes of aiticles 
published by it m Xovembei 1912, horn which the extiacts quoted above 
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are taken, that “ Genei all}, it ina} bo said tli.it careful examination of tbe 
“ files of the puncipal Anglo-Indian newspapeis foi the la«t two or thiee 
“months shows that, while the Mews of om Anglo-Indian correspondent 
“ have altogethei failed to secuie widcspiead support, ovn contmhon m 
“ connection with them that the whole problem ol Indian financial manago- 
“ ment should lie re-examined by an independent and repiesent itne 
“ commission is supported m influential quaiters, and is not contested b> 

“ anv nnpoi taut oigan of Anglo Indian opinion” Ah own leiding of 
the Indian newspapers, including tbe lepoits of meetings of Chambers of 
Commeice, stiongl} confirms tbe nnpiession that fbc Mews quoted fiom tbe 
" Times ” early m this section aie not widel} bold (B) The dnei semes 
between tbe estimates of tbe Govemment ol India and tbe actual lesults of 
tbe xarious yeais from 1909-10, which have been tbe chief cause of the 
Secietaiy of State’s high balances, have been due to a considerable extent 
(as shown m Section A 7 ) to one exceptional cause that is not likely to rccui 

(2) It is alleged that the piesent piactice legal ding the sale of 
Council Bills prevents the Got eminent ol India fiom placing moiioc al flic 
disposal of tiade by way ol deposits with the Residency Banks oi loans 
It will be seen hom wliat is said on pages 4 and 5, that, it such action In the 
Government of India is desnable, it is quite piacticable without am 
change legal dmg the sale of Council Bills 

(3) It is also alleged that the piesent piactice legaidmg Couiu ll Bills 
prevents gold fiom going to India in amounts sufficient to satisfy tlie public 
demand With, lefeience to this contention I submit the following figuies 
extracted Irom Statement II (pages 84-5), relating to a peiiod in winch the 
sales of Council Bills were exceptional!} heavy — 



Imports 
of Sovereign!, 

. 

Uiboiption 
; of Soveieigns b\ 

tllL pilblll, 

1 during tbe vuir 

^oiereicns held at 
tiid of m ir m 
Gmcrmm m 

1 1 oiouncs nnd 
Rescues ntdtspos il 
;of public m exchange 
for Rupees 


(1) 

(2) 

(*) 

1*509-10 

9,211,000 

2,874,000 

1 0,425,000 

1910-11 

8,540,000 

8,101,000 

6, 4S 4,000 

1911-12 

18,342,000 

S, 88 4,000 

15,828,000 

1912-13 

17,795,000 

11,101,000 

19,901,000 


It will be noticed that m each yeai tbe importation of so\ eieigns (Col 1) 
exceeded the absoiption b} tlie public (Col 2 ) and that at the end of each 
yeai theie lias been a substantial amount held by tbe Got eminent at the 
disposal of tbe public to be exchanged foi rupees The amount so held on 
31st Alai ch 1913 was lnghei than at tbe conespouding dale in am pieMotis 
}eai, and w T as sufficient to supply the demands of the public ioi 21 }eai& at 
tbe average late oi annual absoiption shown m column 2 It will also bo 
observed Irom Statement II that the absoiption of sen eieigns dining the 
twelve yeais to which the Statement lefeis amounted to 60,0bb,000? In r ieu 
oE these figiues it seems scaiceh necessan to discuss fuithei the contention 
uudei consideiation 


15 
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Supplementary Note I 


Alternative methods o£ Regulating amount of Sales of Council Bills 

and Transfeis 


41 In the foiegoing Memoiandnm the existing method of legnlatmg the 
amount of Council Bills and Tiansfeis sold m each year is explained I 
believe that this method is fai moie conducive to the mtcifcsts oi India than 
any that could be substituted But, it is obviously desnable to consider 
what aie the possible alternative methods and what avoul d be the effect of 
the adoption of each of them 

The objects of the piesent Supplemental y Note aie to set forth the 
alternative methods that appear eithei to be ad\ ocatcd by the cutics of the 
existing methods whose views I have seen, 01 , whether so advocated 01 not, 
to be possible subjects of leasonable discussion, and to submit the lesults of 
calculations as to the effect that then adoption fiom 1909-10 would have had 
m i educing the amount available fiom the pioceeds oi Bills foi the general 
pm poses of the Secietaij of State > 

I have disiegaided m the calculations on which this note is based the 
sales of Council Bills of which the pioceeds have been u&ed, not foi Geneial 
Purposes (including pui chase of silvei), but foi additions to the Gold 
Staudaid Reseive and the Papei Cmiency Reseive in England, since the 
disadvantages of not selling these Bills, though veiy consideiable, would 
have been oi a diffeient natuie fiom those (desenbed on pages 19 and 20 of 
the Memoiandum) attending the l eduction oi the amount sold foi General 
Pm poses 


I 

To fix Budget Estimate of Council Bills at Amount of Home Chaiges 
ancl Actual Sales at Amount of Budget Estimate 

42 I gatliei fionitlie perusal of conti oveisial waitings that one alternative 
method of legulatmg the sale ol Council Bills that is occasionally 
contemplated as possible, is that the Budget of each yeai should piovide 
foi the sale ol bills and transfeis of the estimated amount of the Home 
Chaiges, i e , the net expendituie oi the India Office chaigeable against 
levenne, and that the actual sales of each year should be of this amount 

43 This is an impossible scheme foi the following leasons — 

(a) A normal Indian Budget provides foi revenue to be leceived, almost 
entnely m India, of an amount appioximately equivalent to the expendituie 
m India and England chaigeable against levenue , so that, if the Government 
of India had onlv levenue tiansactions to considei, it would be able in a 
noimal yeai to piovide foi lemittance to England the equivalent of the total 
net expendituie m England chargeable to levenue As a matter of fact theie 
aie also veiy impoitant capital tiansactions paitly m England and pailly m 
India, and m some yeais the estimate of capital outlaj in India exceeds bj 
a consideiable amount the estimated lesouices th.it can be piovided m India 
tow aids meeting it In such yeais the estimated amounts that can be 
piovided by the Government of India foi meeting Council Bills may fall shoit 
considei ably of the estimated net expendituie chaigeable to levenue m England 
so that piovision must be made in the Budget ioi the deficiency m England 
to he made good from the pioceeds of loans oi by leduction oi tbe India 
Office balance. This is blush afed by the following iignies which compare 
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the estimated sales of Council Bills foi General Purposes u ith the estimated 
Home Chaiges from 1909-10 to 1913-14 — 


Budget Estimates of Rome Charges and Council Bills 



1909-10 

1910-11 

1911-12 

l 

1912-11 

1913-14 

Home Charges (net) 

£ 

18 717,000 

£ 

1 19,051,500 

£ 

19,105,400 

£ 

19,29S,400 

£ 

18,786,100 

Receipts from Council Bills 

16,200,000 i 

i 

15,500,000 

15 825,000 

15,500,000 

21,650 000 


(b) There are years m which owing to unfavouiable tiade conditions, 
reducing the tiade demand for Council Bills, the Secietary of State cannot 
sell hills up to the amount of the Home Chaiges, even if he has budgetted to 
do so and if the Government of India have the funds that would be lequned 
to meet the bills if sold 


II 

To limit actual Sales of Council Bills to amount of Home Chai ges 

44 A possible vai lant of this scheme, which is at any rate pi acticable, is that 
m each -year the lemittances fiom India, without being limited to the amount 
of the Budget estimate, should not be allowed to exceed the amount of the 
Home Chaiges 

If this had been in foice fiom 1909-10 the Sales of Council Bills foi 
Geneial Pui poses fiom that year to 1913-14 inclusive would have compaied 
as follows with the actual amounts — 



(1) 

i 

Actual Sales tor 
General Purposes 

(2) 

If limited to Home 
Charges 

Diffei once 

(Col 1-Col 2) 

1909- 10 

1910- 11 

1911- 12 

1912- 13 

1913- 14 (Budget Estimate) 

£ 

18,006,586 

23,638,303 

25,070,216 

25.660.000 

21.650.000 

£ 1 
18,006,586 1 

, IS, 606, 000 

18,866,000 

19.435.000 

19.579.000 

£ 

5,032,303 

6,204,216 

6,222,000 

2,071,000 


114,025,105 

9A,495,5S6 

i 

19,529,519 


These figures show that, if the suggested altei native had been m foi ee 
duung the period to which the figuies lefei, the Secietaiy of State’s receipts 
foi Geneial Purposes would have fallen shoit by 19,529,519£ , which would 
have had to be made good horn, some source othei than Council Bills 
But it may be assumed that, if the sales ol Council Bills had been limited in 
the manner suggested, the 7,000,0001 paid foi silvei m 1912-13, which was 
obtained from the sale of Bills, would have been made fiom the steihng 
poition of the Paper Cunency Reseive This leduces to 12,409,51 9J the 
deficiency to be made good fiom othei souices 

m 

r i o base Budget Estimate on foiecasb of what Secietaig of State can sell, 
and (Jovemiment of India can meet , and to limit sales to amount of 
this Estimate 

45 Athnd alternative is that the Budget estimate of Council Bills should 
be diawn up m each yeai so as to pionde ioi the sale of as many Bills 
as the Government oi India estimates to be able to meet and the Secietaiy 
ol State estimates to be able to sell, and that this estimate should not be 
exceeded 
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46 The following figuies have been piepaied to show the amount that the 
Government of India would have been able to estimate to meet in each 
year from 1909-10, on the assumption that the amount for each a eai would 
have consisted of what was actually estimated undei the existing practice 
plus the extia sum that the Government of India would have had m hand 
at the beginning of the yeai owing to the l eduction in the nuiunei 
suggested of the bills diawn on them dining the piecedmg year or je.us, 
subject, howevei, to the iuitliei assumption which can be made with 
complete confidence, via , that both the Secietaiy of State and the Govern- 
ment of India would have thought it necessary to limit the Budget Estimate 
oi the sales of lulls m each yeai to the amount foi which tlieie is likely 
to be a demand m a piospcious j eai To neglect such a piecaution when 
naming the financial anangements foi the coming yeai would be to mem 
the nsk of compLcte financial contusion owing to a shoitage of the sale of 
bills as compaied with the estimate, and this is a nsk winch could not 
have been mn without the gieatest impiudence I have taken the limit 
in question at 22,000,000/ which exceeds the highest Budget estimate of 
Council Bills evei adopted 

47 On the assumptions mentioned, the sales oi Bills loi Goneial Puiposes 
that would have taken place iiom 1909-10 to 1913-14 compaie as follows 
AVI til the actual sales m 1909-10 to 1912-13 and the Budget foi 1913-14 — 



' 0 ) 

1 

Act uni Sales for 
Gonernl Purports 

1 

(->) 

1 

Salts that v.ouUl ^ 
hurt tnkr ii plan 
on conditions and 
assumptions u«u d 
in tins Section 

Ti)“ 

Differ* nec 
(Col 1 - Co) 2 ) 


£ 

i 

£ 

1909-10 

18,000,580 

10,200,000 

1,800,580 

1910-11 

23,0 IS, 301 

17,300, 5SG 

0,331,717 

1911-12 

25,0/0,210 

22,000,000 

1,070,210 

1912-13 

25,000,000 

22 000,000 

1 000,000 

1911-11 (Budget est unite) 

21,0,50,000 

22,000,000 • 

-J'jOfiOO 


11 l,02u 105 i 

99 500, .580 1 

14,518,519 

i 


Thus the slioitage to he made good fiom souices othei than the sale of 
Council Bills would ha\e been 14,518,519/ , which would have been reduced 
to 7,458,519/, it the silver bought in 1912-13 had been paid ioi In the 
transfei oi gold liom the Papei Cimencj Reseive 

IV 

To regulate sales so as to pi event dosing balance of India Oltice fiom 

cxcecdinq 4,000,000Z 

48 The last of the possible alternate c methods of legulatmg the sale of 
bills appears to be that the Secietaiy of State should so legulate his 
financial anangements that the closing balance oi each jeai should be a 
fixed sum, saj, 4,000,000/ It tins method w r eie adopted tlieie would 
obviously be no possibility of diawmg sums fiom the balances m the coinse 
of the yeai to make good a deficient \ in the leceipts fiom Council Bills and 
loans, so that it would be necessaiy in each Bridget (a) to avoid placnm the 
estimate of Council Bills higliei than the amount foi which a demand can be 
expected m a fanlj piospeious yeai , (b) to estimate loi the issue of loans to 
the full amount of the excess oi total disbursements ovei the estimated 
leceipts fiom Council Bills and miscellaneous souices Moieovei, m view oi 
tlio low lei el at which the cash balance would oidmanlv stand, and of the 
danger of postponing the issue ol loans estimated to be icquned foi the 
seivice of the yeai beyond the laiouiable eaily months ol the ieai the 
prudent (and piesumably the oidmaiy) practice would be to issue in the 
first hall oi the jeai the full estimated amount of loans If kite m the xeai 
became appaient that, expenditure would be below' the estimate, the sales 
of Council Buis would be i educed beloxv the Budget Estimate so as to 
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pievenl the closing balance from exceeding 4,000,0001 On this basis and 
the assumptions — 

(1) that the estimate of Council Bills would not m any \ eai have been 

higher than 22,000,000Z , and 

(2) that the silvei bought m 1912-13, so fai as it could not have been 

paid foi fiom the pioceeds of the sale of Bills orfiom the leceipts, 
estimated fox in the Budget undei othei heads, would have been 
paid for with gold withdrawn fiom the Papei Currency Reseive, 

I have calculated — 

(1) That the sales of Council Bills foi General Puiposes undei the 
suggested system from 1909-10 to 1913-14 would nave compaied as follows 
with those actually made (oi estimated to be made m 1913-14) undei the 
existing system — 


1 (1) 1 
1 ! 

\ctnal Snles 

(2) 

If i egulated so ns 
to prevent closing 
India Office balance 
from exceeding 
4,000,000/ 

(V 

Diffeience, 

(Col 1 — Col 2) 


1 6 

£ 

! * 

1909-10 

IS, 006, 186 

15,126,800 

2,879,786 

1910-11 

23,638,303 

17,22S,786 

6,409,517 

1911-12 

25,070,216 

20,594,997 

4,475,219 

1912-13 

- I 25,660,000 

25,660,000 


1913-14 (Budget Estimate) 

21,650,000 

1 

22,000,000 

! - 850,000 


j 114,025,105 

| 100,610,583 

13,414 322 


(2) That, undei the conditions supposed, 3,951,200Z would have been 
withdrawn m gold fiom the Papei Ciuiency Reseive m England ton aids 
paying foi silvei m 1912-13, and would theieby have served towaids 
making good the shoitage shown in the table just given 

49 It is possible that the conditions mentioned at the beginning of this 
section -would have been depaited fiom to the extent that some of the 
loans that would have been included m the Budgets of the vanous years 
undei this scheme would not have been issued, and that the equivalent 
of the leceipts anticipated fiom them -would have been obtained late 
m the year by additional sales of Council Bills, which might then 
have been effected without raising the closing balance of any yeai 
above 4,000,000Z So fai as this took place, it would have leduced the 
deficiency of the sales of Council Bills undei the suggested system, as 
compaied with those that have actually been made undei the existing system 
below the amount given m the thud column of the Table abo\e But, 
having regai d to the smallness of the balance that would oidm.iiilv have 
been at the disposal of the India Office undei the system non being 
discussed, and to the manifold uncertainties that have attended the financial 
position m the period from 1909-10, the abandonment oi postponement of 
loans estimated to be necessary for the needs of each yeai -would have 
involved great risk and would presumably not have occuned to am large 
extent Any allowance foi the possibility of such abandonment must clearly 
be conjectural , and any reasonable conjecture must place the figure low 
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Supplementary Noti II 


Cost of 1 educing Sales of Council Bills and substituting remittances 

by Shipment of Gold 


A 

50 The object of the piesent Note is to calculate as closely as conditions 
allow the loss to llie Goy eminent that would ha\e been mcuired if, m place 
oi the piactice that has been, and is being, followed in lespect ol the mles 
of Council Bills and Tiansieis fiom 1909-10 to 1913-14, the following 
course had been adopted — 

1 Reduction of the sales of Council Bills and Tiansfeis to the extent 

show n m the vanous sections oi Supplemental \ Note I 

2 Making good the consequent deficiency m the Secretaiy of State’s 

resouices paitly (to the extent mentioned in that Note) by the 
“ uneannaiking ” ol gold (? e , its tiansfei from the poition of the 
Papei Cuneney Reseive held m England), and paitly by' the 
shijnnent of gold by' the Government of India to the Secretary of 
State when necessaiv to picient Ins closing balance in any- yeai 
fiom falling below (appioximately) 4,000,000/ 

B 


51 It is necessary to consider — 

Loss dnectlv due to the substitution of one method of remittance for 
another 

Loss of interest due to the location m India oi pait of the total balance 
that w as actually held m England 

o 

Loss dnectly due to the substitution of one method of i emittance 

foi anothei 

52 This arises undei tw o heads — 

(1) When soi eieigns aie sent to India to be exchanged ior rupees, the 
rate 4 w'hicli the exchange is effected is Is id per mpee The aveiage late 
at which Council Bills and Tiansfeis weie sold fiom 1909-10 to 1912-13 
v'as Is 4 OGld (appioximately Is 4 -j\jcZ) Thus the substitution of the 
foimei method oi remittance foi the latter m lespect of a poition of the total 
remittances would have caused m the first instance a loss to the Government 
of the piemnun of 061c? per mpee (oi 38125 pei cent), unless the change 
had brought about a compensating mciease m the piemium on the lemamdei 
of the lemittances, which would stiil liar e been effected by means of Council 
Bills There is no sufficient leason foi assuming that this would have been 
the case since, as shown m the Note winch Mi Newmaich is submitting, - the 
rate of Is 4 OGLi (Is 4 1 I 0 c7 ) is one at which lemittances of gold compete 
effect™ ely with lemittances by Council Bills 

(2 ) The shipment of gold by the Government oi India to the Secretary 
of State w'ould have involved a loss of approximately 5 per cent for cost 
of height and msuiance 


* lire Appendix VII (pate 220) 
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53 Applying these percentages to the amounts shown m the several sections 
of the Supplementary Note on “ Alternate e Methods, &c the loss directly 
due to the j substitution of one method ot lennttance for another may be 
calculated as follows — 

Table I 



Loss of premium at 
| 38125 per cent on 

l Amount of Reduction 

Of Sales 

Freight and Insurance, 
at o per cent on Ship 
ments of Gold to mako 
good Reduction of Sales 
less poition assumed in 
Supplementary Roto I 
to be made good b} 

“ unoariuarkmg ” ot Gold 

Total Loss, 
Col 2 + 

1 

I 

i 


Col 4 

: 

, Amount of 

1 Reduction 

(D 

Loss 

(2) 

Amount of 
Shipments | 

(3) 1 

Loss 

(B 

(5) 

Section 11 of Supplementary Kote 

£ 

19,529,519 

£ 

74,456 

£ 

12,469 519 

1 

£ 

62 147 

£ 

j 136, SO 3 

Section III „ „ 

14,518,519 

55,352 

7,458,519 

37,292 

i 92,611 

1 

Section IY ,, „ 

13,114,522 

51,142 

9,483,322 

1 17,116 

98,558 


D 


Loss of Intel est m Enqland due to the Location of pait of the Balance 

in India 

54 The average India Office Balance (calculated £i om the monthly closing 
balances) m tbe yeais 1909-10, 1910-11, 1911-12, 1912-13, and 1913-14 
(Budget estimate), the appioximate late of intei est earned, and the total 
intei est earned, aie shown in the following Table The figines in colmns 1, 
2, 3, and 5 for the first foui yearn aie actuals , the late of intei est (Col 5) 
for those years is obtained by distributing the total mteiest earned ovei the 
avei age balance shown m column] , the avei age balance foi 1913-11 is taken 
at the mean between the estimated opening and closing balances, the poi tion 
not earning interest in 1913-14 at the equivalent (approximately) of the 
conespondmg figuie foi the piecedmg years, and the late of intei est in 
1913-Ti at the average rate of the preceding foui years — 


Table II 


! 

<V\eroge Balance J 

! 

1 

| Total 

1 

! 

^ Rato of 
Intoi cat pei 
Cent 

4 

| 

1 Interest 

1 F lined 

l 

I ^ 

Laming 
Intel est* 

I 

Not T* lining 
Interest * 

2 


i 

£ ! 

£ i 

£ 


£ 

1909-10 - - - 1 

7,478 650 i 

1,103,690 

8,582,340 

1 739 

130,070 

1910-11 - - j 

13,146,482 1 

1,128, 70S 1 

14,275,190 

2 760 

362,880 

1911-12 - - 1 

15,638,357 

1,095 618 

16,733,975 

2 405+ ’ 

376,053 

1912-13 - - 1 

10 952,913 

1,033,877 i 

11 986,790 

3 398 

372,170 

1913-14 (Budget Estimate) 1 

5,338 314 

1 100 000 ! 

6,438,334 

2 575 

3 37,462 


1 

1 

j 


i j 

1 i 

1,378,635 


* The amounts m column 1 aie somewhat gieatei, md those m column 2 coiiespondingtj 
less, than thej would he if the rverages weic based on the hguies of each daj mstt id of on 
those foi the last d ij of each month This is due to the fact that on the e\ tiling of the 1 ist 
dav of some months, the b il nice held at the Bank of England, nultlieiefoic not earning 
intei est, must bo exceptionally high, to jn ovule foi laige payments to be made on the 
following day ' 

t This late diffeis slightly fiom the “ a\ei age appioximate ” rates guenon 22nd hi noli 
1912 m leply to a question in the Viceioy’s Legislative Council on 22nd hlnich 1912 
(see page 13 of “ Memoi andum on India Office Balances” — Comm md Pnpci b619 of 1911), 
>12 — 2 60 percent on loans to approi ed boi i ow ers and 2 43 pei cent on deposits These 
rates weie given befoie the end of the financial -yeai to which they refei 
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55 The 1 eduction of the Sales of Council Jhlls to the extent •show n in the 
\auous seetionb ol Supplement .uv Note I on “ Alteinatnc Methods, cU , 
would have l educed the closing balances m the 'allows ' earn il no spei lal 
inea&uies had boon taken to leplenisli them such as tiunsfei ol gold liom 
Papei Cun cm v llesenc in England oi shipment ol gold fiom India to tin 
following amounts — 

Table TJ1 



s, 1 1 inn 1 1 i,r j 

j 


— 

sii|*|ilcmintitr\ 

Noli I on* Allnniiiim! 

1 1,011 I 1 I 

sc „m I\ 


Mcthoils A. 




i 

L 

N» litrm < *. can lx cm ii »■* 

1000-10 

1_> 700 (101 

10 052 ",(i, 

j 

tin cotiilttmnx ui Sutton It 

1010-11 

1 1 <>54 (>s7 

S 77s (,ss 

im]il\ Mini the (losing b ilium 
nf null tint would ll»M‘ lltlll 

1011-11 

7 r. ! tot 

7 1M PI j 

ki pt ni f, 000,000/ ifnuf‘-Mit\ 
h\ In in 1 ' 

1011-1 5 

-6 i 11 1' 

-b OS 1 ,IT, 


]o] i-ll 

1,1)7 O'll, 

— HI lib O' Hi 



* ] Ik h^un h »r« btsctj on tht nit mil h iIiuh t of 1 whit It fhfTi t * h\ ill UW f r< * it 

tlio Ilousut I* stimuli r iun in Shttmintv \ 15 ami (» <»f \p|nm!n II (j tm * 1»7 7 > nml | m M) 


30 If, m the jcais when leplenislunent would luvebeen neioss in, it had 
been efTected h\ tiie “ uneaimai king ” of gold (to the extent a^s, mod tn the 
vanous sections oi the Supplcincnt.il ' ^ote on “ Mtemati'e Mi t hods, tV< ”), 
and the shipment of gold iiom India, to the total unoimt shown in 'J'abh 1 
abo'C, and 1 1, as assumed in Section A abmo, these opeiations had been 
timed so as to hung the closing balances in the unis m which thc\ were 
effected to (appioxnnatelj) d.OOU.UOU/ , the dosing balam es of the mu ions 
years would have been as lollows - 

Table ]V 




Q < cl ion H 

■'oition III 1 

SoctlOll 1' 

1909-10 


, i 

j 12,700,001 

i 

10OU2 717 

t 

1,000,1 ^tn 

1010-11 


1 1 G(> 1 (,s7 

s, i7s,(>ts 

100*1, 0(H) 

1911-12 


7 151 gn 

i 

7 lbl,|9J 

1 000,000 

1012-11 . 


1 000 000 

MtOOOoO 

( ooo ooo 

1911-14 


t,002 121 

1 002 12 1 

i noo non 


5 7/s 1 rSoo^o t ! l ? 0pe 1 ningbalanC001 ]9U9 - ](, ‘ lf theiiguicat which it nctuall' 
stood {( ,\)bo,b\)bt } and assuming that the axciage haLincc of each \c\u would 
have been the mean between tlie opening and closing balances, and that as 
m fable II , appioximatch 1,100,000/ would not have been earning mteiosf 
then the mteiest that would have been earned at the jates that wcieaehialh* 
lealisecl m the fust foui xeais, and at a late loi 1913-34 based on (he axein-e 
iate Cor the four pieeedmg yeais, would have been as follows - " 
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Table V 


— 

Avenge Balance earning Interest 

Bate of 
Interest 
earned 

Amount of Interest earned 

Section II 
of Supple 
mentarv 
Note on 
“ Alternative 
Methods, Ac * 

Section III 

Section r\ 

Section II 

Section III 

Section IV 


£ 

£ 

£ 

pc 

£ 

£ 

■e 

1909-10 

9,291,500 

8,388,250 

4,891,950 

1 739 

161,579 

145,872 

S5 071 

1910-11 - 

11,131,900 

S 675,600 

2,900 000 

2 760 

307,240 

239,447 

SO, 040 

1911-12 

8,309,100 

6,770,050 

2,900.000 

2 105 

199,831 

162,820 

69,745 

1912-1 1 - 

4476,750 

4,490,700 

2 900,000 

3 39S 

152 120 

152,594 

98,512 

1911-11 - 

2 946,200', 2 946 200 

2,900 000 

2 375 

75,835 

75,865 

74,675 



Total 

- 

- 

896 63S 

776,598 

408,073 


58 Tims, m addition to tlie loss dnectly due to tlie substitution of one 
method of lemittance for anothei, there rvould have been a loss of intei est 
as follows — 

£ £ £ 

Section II - - 1,378,635 - 806,638 = 481,997 

„ III - - 1,378,635 - 776, 59S = 602,037 

„ IV - - 1,378,635 - 40S,073 - 970,562 


E 

59 The gross loss due to the causes dealt with in C and 1) above w ould 
have been as follow s — 


Table VI 


1 

1 

Section II j 

of Supplemental v ] 
Note on “ A1 term j 
tive Methods, Ac | 

! 

Section III 

| 

Section H 


£ 

£ 

£ 

Loss cine to substitution of one foim of 
leimttTiice foi nnotliei 

136,803 

92,644 

98,558 

i 

Los<* of interest on Balance in England - ; 

481 997 

602,037 

| 970,562 

Totsl 

618 800 

694 681 

j 1,069,120 


F 

60 It mat pciliaps be considered that the loss sliou n should be l educed b\ 
allowing foi mtei est that would have been earned on loans that would lia\e 
been gianted fiom the poition of the general balance held m India Apait 
horn the lact that this policy has not been actually introduced, I think that 
no such allowance should be made because I am of opinion, foi the reasons 
stated m my main Memorandum, that by fai the best source for loans m 
India is not the geneial Treasuiy balance of the Government of India, but 
the Reseive of the Papei Cuneucy Department m India and it is piobable 
that any unount that could be advantageously lent m India could be proMded 
fiom this souice In case, howerei, it be thought necessary to assume that 
loans would hare been gianted m India fiom the additional amounts that 
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would lias l)23.i hold m ill > J’i -asm v b i 1 .uk 3 s in Indi x nuclei (lie conditions 
supposed m this note, i sub ml tho following calculation legaidmg these 
amounts — 


Tahir VI 1. 



Wlilitimi toiiMqm at on 
it ilmjinti of 1’n mi lit' to 
tut i t Ottnm tl Hills 

1), dm t moonlit <»f Gold llmt 
would h tu 1* < n *dnj»}» d oi 
him nrmnikf d ’ (tin litttr 
nuolv m K n dtiuion ot 

I ml mu Irt i*ur\ llnltituix) 

Nit tddition to Indmn 
II d'Hx » 

'I n u*urv 

1 

Vition 

IT 

Srtlinn 

III 

***i { lion 

IN 

t turn 

II 

\ S( t turn ! 

i m 1 

; S ( hot) 

)\ 

Hmn 

11 

' Pilots 

111 

ci ton 

IN 

1 

11 Mar Kill)’ 

c 

L 

1 SOI, r, si) 

L 

2H797S0 

i 

4, 

t 

t 

! c 

1 SfW; W r 

2 V7 «» 7 m 

t 

, 1*111 j 

>012 mi ^ 

s ] ivoi 



" I 

■ 

i n 12 mi 

i 8 l »S f ill 

I 

<i 2 V, » 

, 1*112 

ii aac .,510 

11 2c is Tie 

1 > 701 522 



1 t 111 10 1 

11 2’0‘IP 

11 2t^ >19 

|fM> /»21‘» 

1 

m \ 

it t »s aie 

1 1 SfS MCI 

1 !7(>' »2- ! 

12(171 II 1 

loose tit 

7 yj l "22 

17SUC), 

I 7^1 29 t 

f> ‘I’M**! 

i«n 1 1 

i 

i 

1«> •>20 >19 

UolSWI 

Hill 522 

1 

>JO 

,11018 .I'l 

mu 22 



“ 


01 In calculating the mtoiest tli it might base In cn c uno.l in India on the-c 
additions to the Indian Inhume it is m(C">m to he u in mind (1) that the 
amount which could lie udxant.igcoiish md sifeh lent in Inch i is limited, 
and (2) tint owing to the well-known w carnal eh n utoi of Indian trvdc, the 
loans would piobabh ln\c been sought dining onl> a put of each sen 
d'lie following figines show ippioNimateh the total mtoie'st that would line 
liecn oainedin India if (subject to l m iwmuniof {,000,000/ in am one \eu) 
the net additions to the Indian Inland, shown uhme lnd beam lent, m the 
seats in which llicj aie supposed to base atemed, at b pin unit pen annum 
loi six months — 

L 

Scheme in Section II ol Supplement in Note 

on “ Mtematnc' Me thuds, <kc ” L’70,000 

Scheme m Section 111 - - Id I, Out) 

Scheme m Sec lion J\ - >f)b,(l(K) 


APPENDIX II 


CJoRurspoNni nci \M) oi iii n Oi i ioi\i I ’writs 10 sccompam mr Alt mopandum 
\\n Suppllmem \u\ Noils on mn Loom ion \sn A1 wags mini oi 
I'lEsnm, Baianusoi Si c hi i mm oi Si\n, vndSaii oi Council Bins 
and Thvnshls, Hindi i) in in A 1 1; L Aiiuaiiams, C B , AssisrAS r Dndi it 
SccitcrAin oi Smr ion In on 


No 2,')li, dated 30th June 1ST I 
Shorn — The Go) eminent, of Indi i 
To — H M ’s Secietsu^ of St ito toi India 


We hate postponed considci at ion of the Bill lot the legulation of the Piositlcain 
Banks and ol the agi cements depending upon it, ponding icceipt ol the decision of 
lom Loi dslup m Council on die question ol the agent \ of the Bank of Bengal m 
Bonibaj, m icgax cl to which we foiwnded with om dc spateh of the ‘Jtli latum \ 
No 17, a lettei fiom the Dneetois of the Bank ol Bengal 

2 The sli am to which om tin mces wexe exposed cail\ this jeai has gnen us the 
nchantage oi an evpeiienco which we liad not when the twins ol the new amcemcnts 
weie last undei om consideration 



\nr\m\ it 


n i 
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3 We have beeJi muck impiessed with the cousideiation that the effect of the 
cutting agi cements with the banks winch compels us to place all the c ish balances 
belonging to Government m then hands leads to consequences which mav be veiv 
inconvenient, if not worse, both to Government and to tiade 

I The onlj use ol these balances to Government is that tlie\ m n be made 
available the moment the public sen ice lequnes them 

5 Wo have had no difficulty m legaid to the balances m tlie bands of the Banl s 
of Bengal and Madias, the Bank of Bombay, however, piotested against meeting 
diafts upon it, and on the mgent lepiescntations ol the Goveinoi of Bombnv wo weie 
obliged, on the 29tli Januaiy, to allow a month’s time befoic chawing 

G The Bank of Bombay, accustomed to high Government balances, and lcljmg on 
the maintenance of those balances h id so employed them that they weie piacliciUv 
locked up, foi had we insisted on wnthcUavv mg them moic suddenly we should nu e 
done so in the face of a warning that we should pioduco a commeicial cusis, and 
theiefore foi a time the Government balances at Bombav weie useless foi the purposes 
of tlie Government 

7 We tlunk it doubtful, moieovei, wliethei it is any ical advantage to tiade that 
huge Government balances should he kept m tlie hands of the banks It appeals to 
us that an element of unceitamtv is thereby mtioduced mio the monej maiket not 
unlikely to aggiavate commeicial difficulties at a time ol tightness 

8 An amount ol capital which is laige lelativelj to the whole capital engaged in 
tiade at the Residency towns is supplied by Government, but Government fox 
leasons quite unconnected with tiade, maj have to « ithdiavv these bilmces suddenly 

In this case a sudden demand ensues foi capital to leplace that which is tlms 
lemoved, the i ite of discount uses, not fiom any commeicial leason, hut iiom the 
incident of State necessities, and if this should otem at a time of commeicial pi cosine 
it would piecipitate a crisis winch otlieiwise might not occui If Govemment did not 
supplv this capital to the tiade it would he found by pin ate individuals tluough 
banks oi in some othei way 

9 Had the Government funds m the hands ol the banks in Januaij last been 
limited to a fan woiking balance, and had we had a leseive mom own hinds, we 
think it mav he assumed that the maiket use in the lates oi discount which lias 
occuned would not have taken place, and oui business would have been tiansacted 
without disturbing tiade operations 

10 The lesouices of a laige money maiket aio not open to us, and we do not 
thuik it would he safe to trust to being able to raise funds lcnilily and immediately m 
India The amount (350,0001) that we wanted in Jauu u\ out of oui b ilance of 
about a million w ith tlie Bank of Bombay, md the demand foi which bi ought down 
the lemonstiance that we should place m jeopatdv the tiade of Bombay, cannot he 
consideied as laige Calcutta may have laigei lesouices, hut we cannot suppose that 
even heie the supplies limnediatelv available aie i cully considerable 

II We aie of opinion that a Government subject to the contingencies to which the 
Government of India is exposed ought not to he without a leseive, and that this 
reseive should be m its own hands 

12 This object might be attained bj dissolving oui connection with the banks and 
le-establislnng oui Ueasuues We aie unwilling to take this comse unless foiced to 
do so tlie banks aie useful institutions, and tlie Bank of Bengal especially lias upon 
seveial occasions been of gieat assistance to the Gov eminent 

13 We should piefei, as an alternative plan, to make a change m the agieements 
with tlie banks, so that instead of giving them the light to hold all the Govemment 
balances the stipulation may be confined to engaging to pay them inteicst when oui 
balances aie leduced below ceilnin amounts 

If it be necessaij to go fuitbei than this wc might stipulate that the banks should 
have the use of om balances up to ceitam hunts, altei which we should he unfetteiecl 
as to then emplov ment The exact sums to he lixcd in connection with the pioposed 
stipulations would be settled m communication with the hanks 

11 The amount to be kept in leseive need not, in oui opinion, be veiv laige, as 
the main dilllcultv is one onlv of time Tlie sense of socuiitv which we should derive 
fiom the possession ol a leseive ol two millions immediatch available foi am 
erneigency would, m our judgment, amply icpav the cbaigc ioi intei sst on that 
amount 
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No 225, dated 6tli May 1875 
From— The Secietaiy of State foi India (Lord Silishurj) 
Tr> — The Goi eminent of India 


1 haie considered m Council (lie following communications fionryoui Goi eminent— 

Financial letter dated 9tli Januaiy 1874, No 17, 

Telegiam dated 9tli Januaiy 1874, 

„ „ 2nd February 1874, 

Financial lettei dated 6tli Febinary 1874, No 41, 

„ 6th Fein nary 1874, No 42, 

„ 13th March 1874, No 77, 

, „ 24th Apnl 1874, No 142, 

, „ lOtli June 1874, No 256, 

lelatnc to pioposed modifications ol the agiecments with the Presidency Bankb for the 
conduct of the Goieinnient business, and the withdrawal ol the Agency of the Bank of 
Bengal at Bombay 

2 I hate also had befoie me letters fiom Mi J B Noiton, dated the 
9th Mai cli 1874, and iiom Messrs Maislnnan, CST, and E II Lushington on 
behalf of the shaieholders of the Bank of Bengal, dated the 17th of the same month, 
on the subiect of the continuum e of the Bank of Bengal’s Agent \ at Bombay Copies 
ol those letteis aie four aided heiewith foi yom lnloini ition 

J Yom letters Nos 17 41, 42, 77, and 142, as well as the tdegiams of the 
9th lanmn and 7tli Fcbmnj 1871, icier to the piocecdmgs ol the Agency of the 
Bank of Bengal at Bombay, and ol the New Bank ol Bombay 

4 In yom lettei of the 90th June yon state that \ou “June been much impiessed 
“with the considei ation that the effect of the existing agiecmcnts with the Banks 
‘ which compels us to place all the cash balances belonging to Go\ eminent in then 
“ hands, leads to consecpiences which may be icn mcomenient, if not woise both to 
“ Goi eminent and to tiadc,” and you aie of opinion that, hanng lcgaid to the 
contingencies to which the Go\ eminent of India is exposed you ought not to be 
without a lesene of cash in yom own hands That obiect, you lemaik, might be 
attained b\ dissoh mg your connection with flic Banks, and le-ostablishing Go\ eminent 
Tieasunes, but ion “aie unwilling to take this couise unless foiced to do so, the 
‘ Banks aie useful institutions, and the Bank of Bengal especialh has, upon seieial 
“ occasions, been of gieit assistance to the Go\ eminent ” 

o Undei the piesent agi cements with the Piesidencv Banks, m each oT which 
Goi eminent is a shareholdei , and is now lopiesenled on the Boanls of those of Bengal 
and Madias as it was foiineih ilso on that of Bombay In Dnectoisof its own choosing, 
Goieinnient undeitakes, though without penalty for Jailuic, to keep aieiage balances 
as follows — 

L 

In the Bank of Bengal - 700,000 

„ „ Madias - 250,000 

,, „ Bombay - 400,000 

And at the head-quaiteis of the Banks Goieinnient is bound to pai mteiest wheneier 
its balances fall below the follow mg minima — 

l 


With the Bank of Bengal 

- 

450,000 


„ „ Madias - 

- 

200,000 


„ „ Bombay 

6 Dnect payments aie also made to the Banks, n/ 

- 

250,000 


Bengal 

Madras 

Bombay 


Rs 

Ils 

Rs 

1 Foi Geneial Treason duties at Head OJhce 
(aimuall.y) 

4J,G06 

12,000 

12,240 


2 Foi Saxings Banks (all alike), thiee-eighths pei cent on the aggiegate balance 
of deposits at the close of the piecedmg year, and 8 annas a year upon each actue 
account 


3 Packing and despatching tieasme (all alike) - - Actual chames 

Rs 11s Rs” 

4 l' oi public debt, foi each croie on the lcgisfei - 3,500 1,000 1,000 

G oi ernment, moreovei, undeitakes tint the payments that would lomiuli haic been 
made into the tieasunes at Calcutta Madias, and Bombay, and local tieasunes shall 
be made into the Presidency Banks and the blanches thoieof, wheie established with 
the sanction of Go\ ernment, and you* state that ‘ the entne public balances, howeiei 

* Financial letter fiom the Goieinment << ^ ai ^ e ^j ieA ,ns jy Be, nt.the Blanch Banks, aie 
of India, d ited the 9th June 1S73, No 231 u 'd disposal of the Banks w Inch lecen e no 
“ ,1 1 mi o “ other icmunei ation foi doing the Goieinnient 

business it the blanches The Goieinnient is not bound to keep up any minimum 
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‘ Ini iw-o il am but it mulcu ikes to instruct tt* officer* not onlv no! too rrdmw 

‘ their u i ount at th'* branches, but tin ns lo piuvid> a m irgm aMh* u cr. dt! m 1 
“ aK» that 1 lie b dance it am Brine li Bulk is not to Imeibin 1 Ik low want it t mild **• 
“ iioav- trv to keep m the Government I'letsurv at the saint pi •< i won tl <m «,> ,^ n , 

* mailt with tin Bilik’ On the oth< i It uni the Bmks to it present n*Mrn t< d both as 
to tin nature am! the field of their business 

7 II has been decided that the Government -lull ec ih. to hold dnmmtliw 
Bank"' and sli ill li.ui no (nr! m the Direct ion Bui vou ptopo-e th it tin Uw sh ill 
still impose on t lie Banks cmaiii spend testtieiums Him ne Mill, as now to b° 
prohibited fiom ecifain hi/ndous branches of business and then field of opi ntimis 
is, as at piesent to be subject to the const m of tin State On the otln r hand no 
would so fai dtn the jmsent agi cements that “ instead of giving the Binks ihe n_»ht 
“ to hold all the Government balances, tin stipulation mix be confined to rngigtng to 
“ pav tin m intciest whence el out bilaiuts aie tedtued below mi un amounts 

.S The connection which has thus existed between the St itc ami the Banks has 
fiom time to time been the c uise of vetv senous emb irrassment It lias prorbtied 
a genet al impicssion th.it the St itc is icsponnblc both for the good comlmt and 
and piospeiitv ol the Banks, md when am of them has been invoiced in elifhcwltv 
oi daiiget, tliete lias been a disposition to <lnm, is of light, assistance or icon 
indeniiiitv, fiom the Government of India 

( ) The controvcrsv winch li is ansen between the Bank of Bombav and tin Bulk of 
Bengil in a gieat degice imcs out of this misconception It li is been thought wise 
so lar to limit the natmal competition between the two 13 inks as to prohibit cither 
fiom setting up bi inches bevoiul the limits of its own Picsidem \ This polie \ wh it- 
evet its merit, has been adopted on public giounds The public 1) dances have fount 1 
so latge a pait of then lesomees that these might, it was 1 m hi veil have been 
endangered, if tliev had been mule the instillments foi maintaining m uniostiicted 
competition But no puvate lights to Government juotection vveie ueated bv this 
piovision, and it ulToids no foundation foi the claim that the Bulk of Bengal sh dl be 
compelled, against its own stiemtous remonst tames, to cmplov the B ink of Bomb n 
exclusivelj as its agent at Bombav 

10 The expectations unfoitunatclj cngendeied bj the close connection existing 
between the State And the Piesulencv B inks weie the cause of ail inconvenience iluiost 
amounting to a public daugci, which was cxpencnced bv \ out Excellence s Govein- 
nient m lanuaij of last \cat, and winch is much dwelt, upon in t lie dispute In s befou 
me The st i.un upon join fimnc es aiisuig out of the famine compelled vou to di iv\ 
it that time for 35 lakhs upon the B mk of Bombav Accustomed tohigliGuvonum nt 
b dances, and reiving cm the maintenance of those balances, the Bulk had soomphned 
them that thev weie pricticdlj locked up You wcie met bv m mgent telegram fiom 
the Govemoi stating that if vou chew am tiling horn the Bank it that tune vou 
would ciuse a general conuneicial puuc, md other lemonstrauu s ccjuallv piossuig 
weie addtessed to vou fiom the Bank of Bombav The iesult vv is, tint vou wen 
compelled, at a moment of smgulai piessuie, to abandon the pioposod draft \our 
Excellency lias con ectlv stated tint “the Gov ei ament of Inch i Ins nevoi unduliken 
“ to keep balances with the Piesidenej Banks foi the me of persons engaged m ti uli 
“ and it would be lnghlv inconvenient to admit that am lesponsibditv ittaches to the 
“ Government m tins lespcct, oi that the Government is called upon to icgul ite the 
“amount tint it will leave m the hands ol am of its bankers with lcfeiencc to am 
“ otliu consideiations than the mteiesls of the public sen ice But fiom the tom of 
the appeals addicssed to vou, it is evident that this conception of Yom Exulhucv s 
duties had in fact arisen in the public mind, md was doubtless due to tin tclition 
which had exacted between the State and tin Piesidoncv Binks 

11 But the teiulencv to found extravagant exjiec tations upon tins c onuection n 
more lemaikablv exempliliecl in the claims which have been, and up to tins d i\ ne 
still uiged upon the Government bv the sliai elioldei s of the fonnei B ink of lkunb iv 
In that Bank the Govcinment held shares, and, as a si i.u elioldei, contnbuted time 
Dnutois to the Boaid of Manigemcnt The Bank w is legnlited bv nlegtshtnc 
rli.utei of mcoipont ion, similar in kind to that which Yom Excellence is pri piling to 
gruit to its successor The Government Dncctors weie not ilwavs capible and the 
clnrtei whilst it imposed some iestnc Hons omitted otliei to which the othei Bmks 
had been subjected These two c oiisidorations weie sulliucnt, when the Bulk in Isi.ti 
was mint cl bv mismanagement, to pet stitdo the blnreholdets that thev hid a gcmmie 
claim lgainst the Goveinment foi compensation Euithci iefhition Ins not diminish'd 
its value in then eves foi up to the present veu thev iiavo not nas il to urg. it 
That Government should m consequence of its jelatious with the Bmks line ton non 
liable, m the eyes of ail intelligent bodv of men, to sue h i demand n i uruimount 
not to be oveilooked m considering the form which those relations in the fuim. an to 
assume 

12 It was inevitable fiom the n iture of the connexion 1 kuvcc.ii the 'state srd the 
Bankb, that difficulties of tins chancier should occur , and it is probable tint nndei 

v taa,-. 1 
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existing arrangements (hoy maj occur not infrequently The State possesses power 
m cater than any individual, and it is liable to piessuie fiom which individuals aie 
heo A shaicholder who can without absurdity, he asked to indemnify other sliaie- 
holders for the eirois into which the Dnectois who lepiesent them all have fallen , a 
(ustomei wlio conti acts to deposit all Ins balances at the Bank, and who can.be 
ltpioached as acting inneasonably if he desires to use them when money is semee— is 
oudcntlj moie valuable to a Bank than ordinary shaieholders and customeis , and il 
piessuie be necessaij to enfoice these icquests it will piobnblj be applied In the 
same wav, in external powei which can be called upon to pi ohilnt a competitai fiom 
enci oaclnng on the nimkets enjoyed bj his uval, possesses a junsdiction which is too 
useful not to be fiequently invoked ' The Banks cannot many degieebe blamed for 
piofitmg by the lelations into which the State has voluntmily entered Tliej piess 
natui ilh ioi such concessions, and the Government cannot lefuse them without 
inclining odium, 01 giant them without gieat embanassment 

13 The time has come when Ilei Majesty’s Government must considei how far 
these lelations shall continue Ongmallj they weie piobablj devised to piovide 
banking facilities foi the commoice oi the' country , vvlncli it would have been othei- 
wisc unable to piocuie The development of tiade has lessened the cogency 
oE this reason , and I agiee with Youi Excellency m the doubts jou evpiess as to the 
leal value of aitificial facilities which anse fiom huge Government balances with the 
Banks Capital supplied In Gov eminent, and not lopiesentmg the savings of 
the community, is a lesomce on whose peimanence no leliance can be placed, and 
which theiefoio tends to lead tiadeis into dangeious commitments It gives ease foi 
a time, and pioduces a piospcnty which is at the meicj of an accident Apolitical 
exigency suddenlv vuthdiavvs the adventitious lesomce, and the commeice which 
ti usted to it finds itself pledged beyond what its own lesouices can make good , 

14 In join despatch of the 30th June, Your Excellency has intimated a desne to 
keep a reseive of two millions in bullion in vour hands , and jou expiess the opinion 
that ‘ the sense of secuiity which jou would derive from the possession of such a 
“lesene immediately available for any emeigency, would m yom judgment amply 
“ lopay the charge foi interest on that amount ” I lecogmse the senous dangei to 
which the want of such a lesene exposes you m emeigencies But the emeigencies 
happen so iaielj r , that I should leluctantly consent to sacnfice interest to the extent of 
80,0001 a yeai peimanently to meet them 

13 The object jou have m view will he sufficiently attained by ileemg yourself 
fiom all exceptional liability to the Banks Youi pioposal that a minimum balance 
should he fixed, all deduction liom which should cairy mteiest against, vou, appears 
to me to he leasonable Without such a pi otection, expiess or implied, it would be 
difficult foi the Banks to tiansact business with so laige a customoi You would 
natuiallj take care to fix a minimum which should not impose anj r buiden upon the 
State bejond what is necessaiy foi their fan lemuneration Any such amingement 
should he supplemented b\ a conesponding piovision, that if the balances which j r ou 
think fit to leave with the Bank exceed a fixed maximum, and the Bank should 
desne to ictain them, tliev should beai mteiest m yom favoui But these 
agieeinents would not give to joui i elation with the Banks anv exceptional oi even 
unusual chaiaetei , 

1G Nofuitliei engagement on voui side will he lieccssaij The tuidei standing 
that all icvenue is to pass through the Banks wheievei blanches exist will not he 
lenevvod You will take caie to make it cleailj undeislood that the amount of jour 
deposits is disci etionai v , and that if it is convenient to jou at arm time to letain m 
the Ticasmv the pioceeds of the levenue, the Banks possess no light m lespect to it 
that will entitle them to complain 

17 In oidinan limes jou will piobablj not wish to letam money m the Tieasury 

If anj appichewsion of diffiewltv is felt, oi if the tonne taken b> any Bank indisposes 
jou to ti ust it with the oustodv of huge deposits, it will be at yoiu diseietion to hold 
back the glowing pioducc of the tevenue in the Tieasmj, instead of paying it over 
tu the Bank At a veiy brief notice ton will thus he able*t6 accumulate, in joui own 
loffeis, the two millions which vou judge to he necessary foi joui secuiity in times of 
pifsbine, even if a huge portion of it cannot he piovided bj diawmg upon jour 
b dames Anv sum so lesened vou will deal with according to the evigencies of the 
l J me ^ "'H 1)0 competent foi join Financial Department eitliei to retain ’it m 
the Iicasuij oi to lend it foi shoit turns under suitable conditions as to mteiest and 
Mieinity 1 ■ 

18 Ihe engagement which the Banks on then side should be asked to undeitake 
will be onlv those to which tliev would piobablv bj piefeience submit If you 
mcoipoiate them In special legislation, jou maj piopeily insert intp tlie Act the 
restrictions which do not mjuie then commerce but mciease tlie confidence they 
enjoj Ihej should be lequned to abstain fiom , the hazaidous business of 
foreign exchanges, and from lending on anj but the most appioved secuiities A 
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•weekly statement, suck as tliat winch is issued by the Bank of England, together with 
a weekly classification of the secuiities on winch they haa e ' advanced, should be 
supplied bv a' responsible 1 officei, who should be bound to a true statement under 
penalty You will at the same time requiie such confidential returns as may be 
necessary to place Your Excellency in full possession of all the requisite in formation 
with respect to the distribution of the resources of the Banks and the character of 
their operations IE the ’information furnished by these i etui ns is sufficiently detailed, 
it will not be necessaiy to resolve a power of > inspection, which might impose upoii 
you m the public view an undue responsibility foi the management of the Banks, and 
uould, in other lespects, place the Government m a false position towaids them > ! 

19 These restuctions aie no moie than you may lightly exact as a condition of the 
position of advantage m which the Banks aie placed bv ieceivmg Acts of Incoipoiation, 
and by tneir connection with your Government 

i 1 

20 The charter of mcoiporation will, as heietofoie, assign to each Bank the limits 
within which it mav lawfully establish blanches This provision is earnestly valued 
by the smaller Banks, and is not resisted by the Bank of Bengal It is open to main 
and serious objections upon general grounds, but it is agreeable to a piacticc which 
has long pievailed, and to abandon it would be to make a superfluous addition to the 
impoitant changes which the exigency of the case makes it necessary at this junctuie 
to adopt For these leasons the condition may be leunposed 

21 The demand of the Dnectors of the Bank of Bombay, that the Bank of Bengal 
shall be compelled to employ them as agents, stands upon a different looting The 
condition has not been imposed befoie, and it is stienuously lesisted bv the Bank of 
Bengal The acquiescence of that Bank could not be obtained except at the price of 
some special pimlege in fiscal matter's, which in effect could only be piovidcd at the 
cost of the Indian tax-payeis No public advantage could be shown in favoui oL such 
an uiaugement, and the expci mnee of last v ear furnishes a new argument against it 
of much cogency I should, theiefoie, not appiove of am piovisions being nisei ted 
in the Bill to disturb the existing state of things in that lespect 


RESOLUTION — By the Gov eminent of India (Pmnncml Department), No 317, dated 

lath Janu iry 187G 

Resolution' — The Goveinoi-Geneial m Conned is about to conclude new conti acts 
foi the transaction of public business by the Piesulencv Banks of Bengal, Madias and 
Bombay, under which the Government will only maintain with the Banks such 
balances as maybe considered convenient with reference to the requirements of the 
public service 

2 Arrangements will simultaneously be made for the constitution of a separate 
resen e tieasuiy undei the custody of the Comptiollei -General, m winch will be 
concentiated all funds not leqmied foi the immediate pui poses ol the Administiation 

3 The Govemoi-Geueial in Council lemmds each Accountant-General, and 
Deputy Accountant-General in independent charge, that it is a puncipal pait of his 
duty to devise all the means which Ins expenence may suggest to reduce and 
economise the balances in the tieasunes m account with him, without of course 
resoitmg to measures which must result in useless expense, as for instance bunging 
away from any tieasury funds which must shoitly he supplied to it again 

4 Each Accountant-Geneial, and Deputy Accountant-General m independent 
charge, should make it his constant care to concentiate all the spare lesouices of the 
tieasunes in account with lnm in some convenient receiving tieasury oi tieasunes, 
and should keep the Comptiollei-Geneial always mtoimed of the amount which 
is thus ready at Ins disposal foi the geneial service of the Empiie 

5 Enquiry has, heretofore, seveial times been made as to the lowest balances 
which will suffice for the conduct ol the Administiation m each province m each 
month of the yeai , but as circumstances change, it is not necessaiv to advert 
particularly to the results of these enquiries 

0 Each Accountant-Geneial, and Deputy Accountant-Geneial m independent 
charge, is now desned to report afiesli the minimum aggiegate amount, apart, m the 
case oi Madias and Bombay, Iiom the balances m the headquarter offices ol the 
Piesidency Banks, which he considers absolutely necessary to retain m all the 
tieasunes m account with him at the beginning of 'each month m the yeai He will 
compare the amounts thus reported with the actual minimum aggregate amounts 
held in these treasuries m each month dunng the last twelve years, and explain 
fully his leasons for estimating more than such actual aggregate minimum The 
Government of India does not wish to mteileie with the distribution of the 
provincial balances m District Treasuries 

7 In making Ins lepoit, the Accountant-Geneial, oi Deputv' Accountant-General 
m independent charge, will set forth any practice of the Administration, whether 
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Imperial 01 Piovmcial, which m his judgment makes a larger working balance 
necessary than would otherw iso be necessary 

8 The report should he submitted to the local Gov crnmcnt, duplicate being sent 
to the Government of India, m the Financial Depaitment The locil Gov eminent 
should address any remaiks that it has to make on the repoit to the Government ol 
India, in the Financial Depai tinent, as soon as possible 

q The Gomptiollei-Geneial wall make, direct to the Government of India, in this 
Depaitment, a similai report m lespect to all treasuries in dnect account with him, 
excepting the Government balance at the head-quaiter oflice of the President! 
Bank of Bengal 


No 2088, dated 30th December 1879 

Fiom— R B Chapman, Esq , C S I , Secretary to the Go\ t of Indi i Dri aptmi nt or Fixancl 
To — The Comptrollei Generil 

In replj to youi lettei No 177*5, dated the 6th Decemhei 18 < 9, I am directed to 
state that the Governor-Geneial in Council sanctions the establishment of Blanch 
Reseiv e Tieasunesat Madias and Bombay in connection with the Cunentv Offices, on 
the nuclei standing that the uiangement will involve no exits expense to the St tte 
These Bianth Reserve Tieasu lies will he ontnelv at vom disposal, and no payments 
wall he made theiefiom without youi pei mission 

The balances m these Biancli Reseivc Tiensinies mav Ik kept in cunencv notes of 
laige denomination, and tin unount of notes held m the Rescue Ti casun and its 
hianches may he distinguished from those in actual emulation in the mnnnei pioposcd 
by you 

The Secmity Bonds of the Tieasmeis of the Cunencv Oihces should be levised, so 
as to include these Rescue Treasunes The cost of levismg the bonds will be paid by 
Gov eminent 


RESOLUTION — By tlie Government o£ India, Dcpirtmcnt of Finance anil Commerce, 

No 9t9 dated 21at Fetnn irj 1889 (Guretle of Indi i 2 lid February 1SS9 ) 

Rcvn the nuclei mentioned ooiiespondcnce with the Bonibav Chamber of 
Commerce legaidmg the policy ol Government m dealing with its cash 
balances — 

Lettei horn the Clnmbei of Commeice, dated 9th August 1S88 
Lettei to the Clumbei ol Commeice, No 1072, dated Stli Septomhei 1 SSS 
1 ettei horn the Chambei ol Commeice, dated 4th Octobci 1SSS 
Lettei to the Chambei of Commerce, No 234, dated 12th Januaiy 1889, and 
enclosiue 


Order — Oideied, that tins conespondenee be published in the Clazdtc of 
India foi geneial mfoimation 


Dated 9th August 1888 

Fiom — The Secietaiy to the Chambei of Commerce, Bombay 

To — The Secietaiy to the Government of India, Dei artmfnt of Fisaxce ami Commerce 

1 am clnected by the Committee of the Chambei to adchess you with 
regaul to the lecent heavy withdrawals of Government funds iiotn the Bank of 
Bombay Without, is the Committee understand, my prelimm iry notice the 
Government withdievv fiom the Bank the sum of about one-and-a-half cioies of lupees 
dunng the weekending 2Stli ultimo, theieby cieating an unexpected pressme m the 
money maiketand an advance in latesol discount of about two pei cent pei annum 
My Committee believe that Gov eminent must have had good and sufficient giounds 
ioi then action in this niattei and they have no doubt, when the lcasousaie explained, 
that the withdrawals weie necessitated by the exigent les of the public senicc They 
are of opinion, however, that steps should he taken to avoid unexpected demands of 
this chaiactei, winch might, undei othei circumstances, lead to serious results m 
business, and, possibly during the busy season, to financial complications These 
withdiawals, nioieovei, attract attention to a subject which has moie than once been 
undei the consideiation of this Chamber in the shape of the laige unemployed balances 
m the Government Tieasunes throughout the eountiy Dining the past veai these 
balances hav e aggregated m lound figuies fiom 10> to 13’ cioies of rupees, and im 
Committee think it worthy of the most caieful consideiation of the Finance Mimstei 
whethei this enormous amount of inonov could not he made available foi the piupo-,es 
of Hade, and theieby mduectly foi the benefit of the countiv at huge 

2 In England, by r the mode of finance adopted by the Government, the halmces 
at the disposal of the Treasuiy aie made available ioi Hide purposes tlnough the 
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Bank of England, and it seems to my Committee that a considerable poition of tins 
country’s funds might equally be utilized if airangements were made to that end No 
doubt a laige floating balance is requned for public purposes, but if the managements 
of the tluee Residency Banks weie consulted they would piobably be able to indicate 
some means bj which the tiade and commeice of the conntij could have tlic benefit, 
during a poition of the yeai at least, of the at piesent unemployed Treasuiy balances 


No 4072, dated 8th Septemhei 1888 

Fiom — The Oftg Secretniy to the Government of Indi i, Dfi xrtment op Einancf and 
Commerce 

To — The Secietaiy to tlie Chambei of Commerce, Bombay 

1 am dnected to acknowledge leceipt of y oui littei of 9th August legal ding the 
withdiaual of moneys in July fioin the Bank of Bombay to the Resei \ e Tieasuiy 

2 It is obseived that youi lettei laises the geneial question of the extent to which " 
the Government balances should be placed m deposit at the Piesideney Banks A 
definite policy m tins mattei uas laid down at the time when the Piesideney Banks 
Act of 187b was under discussion, and nothing lias since occuned to disturb the 
foundations on which it lests The following extiacts fiom documents of that date 
will explain it to the Chainbei of Con meice 

Exh act paiayiaphs 7, 8, and 9, fiom a Despatch fiom the Golci nment of India (in the 

Financial Depaitmcnl), to IIci Maiestys Societal ij of Stateful India— No 256, 

dated 30f7i June 1874 

Paictgiaph 7 — AVe think it doubtful, moieovei, wliethei it is iny leal adv mtage to tride th it 
1 irge Go\ eminent bal uices should be kept m the h aids of the Bunks It ippe us to us th it m element 
of uuceitamtj is thereby mtioduced into the money market not unlikely to lggrn ite commciu il 
difficulties it i time of tightness 

8 An unoirat of eapit il, which is Luge lelatncly to the whole capit il eng iged in tiade at the 
Piesideney towns is supplied by Government , but Government foi l casons quite unconnected mtli 
tride, may have to withdraw these haluices suddenly 

In tins case i sudden demand ensues foi cipital to leplice that which is thus lemoied, the late 
of discount lases not fiom any commeici il le ison, but fiom the accident of State necessities and it 
this should occui it i time of commeici il pressuie it would piecipitate i cnsis which otheiwise might 
not occui If Gov eminent did not supply this capital to the trade it would be found by pm ate 
individuals tlnough banks oi in some other way 

9 Had the Government funds in the hands of the Banks m Januaiy list been limited to a f ur 
woikmg balmce md had we had i leserve m our own hands, we think it may be issumed tbit the 
muhet use m the rites of discount which h is occuned would not have taken place, md oui business 
would li iv e been trius icted without distuibing trade operations 

Ext) act pai agi aph 13 fi om a Despatch fiom the Societal i/ of Slate foi India, to the 
Govu nment of India — No 225, dated 6 th May 1875 

Fautguiph 13 — The time has come when her M lyesty s Government must considei how far these 
relations shall continue Originally they vveie piobably devised to pi ovide banking facilities foi the 
commeice of the country which it would have been otherwise unable to piocuie The development of 
trade has lessened the cogency of this le ison, and I agree with Tom Excellency m the doubts you 
express is to the leal value of u tificnl facilities which mse fiom laige Government balances with the 
Biliks Capital supplied by Government, and not lepiesenting the savings of the community is a 
lesouice on whose peimanence no leliance can be pi iced, tnd which theiefoie tends to lead tradeis 
into dmgeious commitments It gives case foi a time, and pioduces ipiospeuty which is it the mercy 
of m accident A political exigency suddenly withdraws the adventitious lesouice md the commeice 
which trusted to it finds itself pledged beyond what its own lesouioss can m ike good 

Ext) act fiom the liox’ui a Slit W Mam \ Spee>h m the Leyislative Council, dated the 

llth Dcccmbei 1875 

Furthei, it w is vuged that the necessity for connection with the State no longei existed It 
might lnve been expedient, oi even indispensable, in the poveity of meicmtile lesouices at the 
beginning of the centuiy, to support the ciodit of the Bulk by Government capit tl md direction 
But this had long ceased to bo the case, and theieweie now a bund mt miteiials, altogethu quit tiom 
the State, foi b inking upon isecuieaud independent basis 

Ext) act fiom the Hox’bll Mr Bliilx Sai nil’s Speech m the Lcyislatne Council, 

dated the 14 ill Dccemhei 1875 

Although he (Mi Bullen Smith) conceived tlieie might bo diiteience of opinion is to wliethei oi 
not tlieie did exi-.t at the pie-eut time i ieil necessity toi the seveiance of that connection which had 
so long and with such gie it idv mtage subsisted between the Government and these B inks vet lie w ib 
foi his pait somewli it c ueless to enquue as to the piecise need foi that severance The Bulks lnd 
denied gieat advmtago fiom th it connection in times p ist, but he thought tlic moi il suppoit which 
the Government lent to the Bankb besides its matenul suppoit, was now no longei leqiuied He 
thought these institutions were now in a position to go on alone, which they vveie not at the time 
of then original establishment, md that support which w is in the eaily days almost necessaiy was now 
no longei requned 

3 Tlie policy thus laid down the Govei nment o£ India cannot considei lo he 
open to discussion The Government cannot m its own mteiests ie\cil to the system 

A I’IQIiS C i 
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In whie.li its I 1 NC of its own balances was dependent wpon (lie polict of tho Directors of 
the Pi csideiicy Panics, based is it nee cssirilt was upon commeicinl necessities and not 
upon mticip itions of Stato demand Noi is it, m the opinion of the Goieiimr- 
Ucneial m Council, advisable, m tbo intei ests of tbe commeicinl public, that tin state 
oL tlic monc} niaikot should be subject to the \iolonf flue tuitions ind the entire 
dependence upon Got eminent operations, which would he the Jesuit of placing the 
entiic Got eminent balances at tbe disposal of tbe Piesulem y Panhs 


Haul Ojjicci nml Jl> anrhen 


Bnnl, of Bins'll 
, Bomb tj 
„ 51 uli is 


Its 
1,72 51,000 
"l, at ooo 
to so ooo 

“ K t (,s 0(10 


4 The figmes of join lcttci, 1 am to icmaik.gne a somewhat ononenus impression 
of tho amount ol monct which could under am enuimst ineps lie plated at the disposal 
of ti tde A lefeicnec to paiagiapli Dili of the last hn meial statement will she w that 
the 10’ cioies (the leal tigtuc was undei 10,30 lakhs) nfToided core little m irgm o\er the 
amount nc census to tail y on thoTuistiit business of the comitn In fn<(, at the 

time when th it hdniue was lecordcd, the 
1) dam cm the lo-euae tic v lines amounted to 
8 1 1 ikhs onh.and this is then foie the mil} 
lddition which, on the polie} proposed hj the 
C’handiei, could at tint time hate hcen made 
to the amounts, stated in the liiirgin which 
nuclei existing uiungeiiiciits wiie available 
foi tbo pui poses of ti.idc 
3 The example of the Home (internment, winch is epioted in com letter, if, for 
moie than one le ison eiilueh inapplicable to India In die fust place, the Gen ornmuit 
hd uucs in Engl uid ate not li ilile to the gieat flue In it ions which aie«e in this < onntrv 
fiom the fict that die lctoimo is most uncqttnllt distiibutccl mil the tear, md, in 
tho second place, the Goceinment balance-, in England ere an item that disappc cr- in 
the gtneid u count of it nl ihle nsiituiN while in J lull t the \ imount to cotisideialilj 
nioi e th, m h df of the t\ nl iblo c rh ol the Ph submit Pinks When tin Gotonniirnt 
in Engl md obtains assist mu fiom the inonet lnnket the trius irtion is i mi te rifiplo 
on the suifuc of the (ommeieial woild , when the (lotoimwnt of India nukes a 
stmd n ippi.d, tin ti ms u lion is one whuh is tom letiei shews, domnnti s the whole 
condition of the inonet market, notwithstanding the fait that six weeks notice of the 
ilcm md h is heen git on 


(i W ith these ohseitalions on the epHstion of gum d jxilitt, 1 am now to infer to 
the ti nis.u dons of last hilt 'I he nirangements of (mtei time nt at the tunc* of raising 
a lo m <ne de t iscd for the expiess pm pose of uiahling the 1 dun tad to fall e mlt upon the 
inonet mu kef \inple node c is gite n, and the mst dim nts uospio id met twooi three 
months The intuests of Gotunment ue the same is die intdcstsof thosi whofnnme 
its loans, md the (lot eminent h is dw its heen i uefeil that no jiressine on its put 
shill iffcct the f.ii dilt with which the inonet is riisod Tin ('liunher aie doubtless 
aw no tint the in is i stipul ite d maximum fixed foi the ( lute rumen t lnl me es whit h in 
the < ise of the Pink ol Point) it is "id lakhs, hut tin (internment h dances at the 
Rinks ue m eess u lit swollen bt the loan opeiations mil (he prie tiee of (.internment, 
h is hi on to le I the II inks lelain ’s nun h in exi css of tho stipulated maximum as the t 
dt sued pint idee! diet p.uel mteuest upon it The fairness of this eonditionisohtious, 
the inonet is w mfed foi nit antes on die new papci, ninth inonet die allottees m then 
t mu pat into the Got eminent account The Pinks cannot reasonable chum — neithri 
line (hot on put ions occasions claimed — that the Got eminent should, while it is 
itself pat mg mlciests to the allottees, lend die Pinks the same mono} without interest 
in ouloi (hat diet nut uso it tomakenthantesat mteiest to the allottees md it is 
obi lous that so long is the Government offcis to advance its monct at the Pink’s 
minimum into, it cannot be dim get! with ant action lending to lame that minimum 
late 


7 The Ch nnbei of Commeiec seem to have been tuonglt informed ns to the f ie ts 
of the piesent c ise, foi the Got eminent on this, as on found occasions hate acted 
tlnoughont in conceit with the Piesidenct Bank From lull bth to 10th the Govern- 
ment balances weio lncuascd bt p i} ments on account of tho loins from 77 to 221 
lakhs Next chit— that is, on lltli Jult— the Secret™ t of the Bank wrote to the 
Accountant-Gelid al with the object of jctaming this balance foi a time, ns, acioieling 
to oichnaiy practice, he expected to he called upon to iodine it The Accountant 
Genoial leplied bt staling tint ho pioposcd to make consuleiahle wjthdiaw ils, hut 
that, if the 13 ink desued to ictain an excess otei 70 lakhs, it could do s 0 bt jut mg 
inteiobt on tho amount accoieling to piet ions piaeticc Finallt, at the ilesno of the 
Bank, winch did not wish to hold inonet at mteiest, another mangomint was 
substituted, which piot ideel foi the tutheliawal of the inonet dining the tin co weeks 
fiom 14th Jup to 4th August The Ac count, mt-Gcneial accepted thepioposil which 
Iho Bank put font. aid in tlusiespect, making in it ono moebtic itiou onlj — unmclj, tint 
betook on 14th Jult 140 lakhs instead of ono cioic , but as he at the s, m p’timc 
plaeed 20 lakhs at the Bank’s call at the Rescue Ticasmy, he pi actual It tulhtliew 
only 20 lakhs moie than the Bank olleied 
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8 It will, no doubt, be admitted that these transactions are somewhat inaccurately 
descubed m the Ohambei’s lettei, which says tliat — 

Without my prebmimiy notice, the Government withdrew from the Bank the sum of uhout 
It crores of rupees during the week ending 28th ultimo, thereby creating an unexpected pressure, ind 
an nd\ ance in the rate of discount of ibout 2 per cent 

9 The cncumstances weie certainly veiy unusual undei which ovei two doles of 
the loan was paid up m Bombay by the date of the first instalment, and it is not 
suipiismg that a tempoiary difficulty should ha\e ansen liom them Foi these cu- 
cumstances the Government is m no way responsible, but the task oi getting out of the 
diffievdt position thus cieated fell upon the Accountant-Geneial and the Bmk of 
Bombay With the action of the lattei tlie Government is not at piesont concerned, 
but the mere facts that the Bank’s minimum late nev ei stood in dangei of being laised , 
that the Government balance from the 7th till the end of the month ncvei went below 
75 lakhs, though the fixed maximum is 50 only, and that the Bank did not find it 
neeessaiy to bonow the money offered it by the Accountant-General, are evidence of 
the carefulness with which the Accountant-General lesumed for the Government the 
control ovei its own balances The lact that the Chamber assign to the vvithdiavval of 
the If ci ores, a date which is a fortnight later than that of its actual occunence would 
seem to show that it did not make itself manifest by any sudden stungency in the money 
maiket 

10 The reference in jour lettei to an advance of about 2 pei cent m the late of 
discount is not understood The Bank’s minimum late has been steadv at 4 pei cent 
fiom the commencement of July till now If the Chambei’s lettei implies that laige 
advances were being made at 2 per cent, while the Dneetors of the Bank of Bombaj r 
maintained the official late at 4 pei cent , then there is ample reason to think that the 
withdrawal of the Government balances was demanded just as much in the mteiest of 
the steadiness of the maiket as m the mteiest of Government, and the Government 
would have been justly chaigeable with fostenng an incipient speculation ll it had 
depaited fiom its prescubed methods, and left m the Bank’s coffeis the laige sums of 
money, which had been collected during the month of preparation, by those who 
intended to subsenbe to its loan The incident, m shoit, is an example of the d mgei 
pointed out m the above-quoted Despatch of the Secietaiy of State, and furnishes an 
additional pi oof of the wisdom of the policy which lias been descubed in the opening 
paiagiaplis of this letter 


Dated 4th October 1888 

Fiom — The Secretary to the Chamber of Commeice, Bombay 

To — The Secretary to the Government of India, Department of Finance and Commerce 

1 am dnected by the Committee of the Chambei to acknowledge the leceipt of 
youi letter No 4972 of 8th ultimo, and m so doing to expiess then thanks foi the 
detailed explanations therein given of the cncumstances attending the withdrawals of 
the Government balances from the Bank of Bombay m July last 

2 Being dependent foi then information legaiding the fluctuations in the tieasuiy 
balances on the weekly published statements of the Bank of Bombay, the Committee 
perceive that they weie m eiroi in putting the withdiawals at 150 lakhs instead of 
140 lakhs, and, fuitheimoie, that the action of the Accountant-Geneial m making 
these withdrawals had not been adopted, as the outside mercantile community 
geneially at the tune believed, without some pielnninaiy intimation to the responsible 
officials of the Bank Mj Committee respectfully submit, liowevei, that my 
misapprehension they may have madv ertentlj expiessed on these points does not 
materially affect the mam issue respecting which they took the libeity of addiessmg 
Government The broad fact lemains that by the withdrawals in question, and 
notwithstanding the precautions which Government weie appaiently desnous of 
exeicising, the money maiket was suddenly and unexpectedly tiansfonned fiom a 
position of exceptional quietude and ease to one of extieme stringency, and the maiket 
rate of discount was practically advanced m one day, without the pielimmaiv 
indications winch geneially accompany such mov ements, from about 2 to 4 per cent 
per annum Happily, as I have already had the honoui to state, this unfoieseen 
advance m the value of money was unattended as it might easily 7 undei other 
cncumstances have been by any geneial disastei, but senous loss was occasioned to 
banking institutions and pnvate individuals foi which it is now manifest there was no 
occasion, and it will be m the mteiests of Government and tend to mspne confidence 
m mvestois if provision be made to avoid the lecunence of a smulai state of oifuis m 
connection with futuie loans 

3 The fact that the Bank of Bombay r minimum rate lemamed unchanged 
throughout at 4 per cent is relied upon as showing that no such stringency as my 
Committee alleged ically existed, but tins view is based on the misconception — plainly 
stated in the tenth paiagi iph of youi letter — that no money 7 maiket exists aput fiom 
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the Bank, and to tins misconception, a or} possibly, the conditions ninth led to the 
exceptional piessuio may be entncl} attnbut lble 

4 Had Goa ci mnent been awai e as aa is the case, that moncA in the open market 
had onl a been aa 01 tli fiom one- md- l-h df to two pci cent pci annum for a month 
preAious to the issue of the loan (Iica would Iuiac peiccned that the pm dege of bring 
nlloAAed to paA up instalments to the loan m ach mco, and therein secme 1 pei cent 
mtcicst, A\as bound to dfiact umisn dh ripid pnjment, md, m aioaa of this 
contingencA avouIiI doubtless line instructed the Accountant-Gonei d to extend his 
lutlnhauafs 9A0i ,1 longei peuotl 

5 The cncumstanees aacio no doubt unusual, but with l due ippiecintion of the 
tuic financnl situation the ultimate lesults A\ore ceitainh not improbable , and the 
Committee of the Clnmbci do not see that in nuking the (ontosiou wlneh the 
Secret ai a of the Bank of Bomlm at the turn solicit* d, the Mcountiuit-Gonoi d would 
haA’c been doing moie than the o< c isioii demanded It is timpu stionahh to the 
inteiest of Goa eminent that suhsciiptions to then loins should he attended Iia is 
little nsk as possible, md if b\ spiraling the wiihdriwak of the nmxpedtdh hugi 
sum at Ins flispos d oa ei thiee weiksm i month, the Account mt-t i* uernl had it in 
Ins powei to ob\iite ain id\ei-i (ontmgeiUA it would ImAe be* u sound point to 
Iua e eoni ( ded the in alignment (io\t lament not h i\ mg < onfc mplatod so rapid i 
paAiucnt ol the loin ( mild not line been in enuiguit unit of tliemonoA, nnl ui\ 
ch n go aa Inch the Bank might line bun pi op tied to pn untdd h nc In t u mm It 
piofit, as it AAoulcI not olhenuse h ia< been tmploAul it uiteust Tin ti msu turn no 
doubt would, is lmlu ited in a'>iu It rtei , li «\ c tumhul upon the Mud h tti r of lie 
pi escubetl relations betAAt t u Goieinnunt md the PnsidiinA Bulk but the |w>sitinit 
A\as e\eeptiond and might fnilt tlniefoit, d um < \( optional trt Hun lit Mote un 
Committee A\ould not hue c out c m It < l foi in inline* turn aaiiIi tin tiamunon now 
past, and tlie\ meieh isk tint stmdu conditions m ia meet with adeejitite 
considei it ion in tin fnliui 

b As to the gtneinl qui stion of the uh i^ihditA oi othciwise of utilising some 
poition of the nnemploAed tieisiin hahnues fot Hade piupiws, the Committie regret 
that foi leasons lddiued the tiOAoimm nt of India do not (onswlei their present 
poiic a <is ojien to disi us -,1011 I uu dirutul to m\ hour tot tint tin \ tm-t tliiA 
maA not be tonsuleicd wanting in dm usput foi tin dunum of Hei MnjestA s 
Secietin of Slate foi lmlu if tin a point out tint tin Imam ml conditions juoa tiling 
in 1S7 1 aa hen the lusts of tlx (imummiil it 1 it tons aa it h tin PiosidoiiiA B inks aa is 
1 ml down, aie with h difTeient funn tliost it puseut t \istmg, and tint the opinions 
expiessed diout the stme pcitod In the Hoinmrdih 'sii M Mini m*l tin Hononnble 
Mi Bidlen Smith, while sound md entitled to tl! console! itton it the turn , hue now 
lost much of then font* Tt tdt md imlusti i d entei puses June mule l gone euoimous 
expansion m the mttiial, n* t tssit ituig and attiutuig banking fn dittos in 
piopoidon so that wlnh at uitun sc emus of the a eat theie is an utnr demand fm 
eapital wlneh would enable Goieinnunt to obtain a umuneritno letiun on then 
imemplmed funds then pining smte it the dispeisd of i mukot so gi< ith 
eleA clopi'tl in iesomus md extent AAonld not bo utendod Iia the sunt iisks is a\ ere 
l lglith held to be lmohul tluiteen oi fourteen a ears tgo Not m so e’omg need the 
c'xistmg nrmgements with the PiesieleiuA Banks lie nntemllA tlistuihed ’i’lie 
Gowinment tieisun bd lines, the Committee unelerst nul ue is i mle it thur 
maximum m Much, \pnl md Mia, wlneh aie picciseh the tliue months m Ailneh 
the dennnds of om expoit tilde cdl foi the hugest monetuA fu dities, and in 
cousetiueiicc the highest i ites of inteiest pimad It spoms to the Committee of the 
Chamber, tboiefoic, tint i eemsidci iblc leAenue might be earned it tint peuod of the 
teai In Goa eminent lending out such sums is thei safeli hid u ulahlc .Tenders 
might be muted hom the Biesidemi Bulks and fiom I xe lunge Banks on the 
seem it} of Got eminent papei fm louts it tluilA, sixti oi nineti d-ns, m sndi 
amounts as might lie tomcnient in the diffeicnt Iinamud ( tides The elTut ot 
making sueh advances Aiould be all in faioui of a steidiei mom a maikel tliioughont 
the jeai, as on the one hand the it suit would lie to keep the amount o? the 
Government balances with the PiesnlencA Bmks—now an element of considerable 
uuceitaintA— at a moie uinfouu Ida d, while on the othei, Iia Inintuu* the rush 0 f 
moneA into the countu to meet the leqmicments or the expoi? season the 
aftei collapse winch usualh ensues when these funds ate sot at liheilA would be 
aA’oicled 

7 Matteis of detail would no doubt ictjuiie to be miefidh tonsuleicd and 
woiked out, but a wule-spieid feeling picAndsni commennl eutlos that some such 
s} stem as that indicated would be of ad a mtage to Made, and it the same time sife 
and piofitable to Goa einment, and the Committee of the Chambei inspect full 
suggest that the subject is of suihcicnt unpoiHucc to wan ant gi<i\e consideuitiou 
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No 234, dated 12th January 188*1 

Pi ora — The Offg Secretary to the Government of India, Department op Pivance an d 
Commerce 

To — The Secietary, Borulny Chainhei of Commerce 

lam directed to acknowledge the leceipt of vom letter of the 4th Ootouer iSfi'l 
stating the views of the Chambei on the withdiawal of a poition of the Go\ ei nment 
balances last July fioni the Bank of Bombay, and on the policv of Goa eminent m 
dealing with its cash balances in the public tieasm \ 

2 As regards the withdrawals fiom the Bank, the Chambei will see fiom tlie 
lettei addiessed this day to the Bank (copy enclosed) that the Government oi India 
appioves the pioceedings of the Accountant-Geneial on that occasion, and does not 
considei it desnable to piolong the discussion of the i ucumstances which gave use 
to the piesent conespondence 

3 Asiegaids the views expiessed by the Cliambei outlie policy pmsued by the 
Gov eminent in dealing with the Tieasmy balances and the pioposal that the 
balances should be made mailable loi puiposcs ol tiade, I am to invite the attention 
of the Chambei to the papei by Hi J Westland, of which a copy is annexed to this 
lettei, m which he sets loifli at length the sums actualli maintained m the tieasunes 
the natuie and extent of the claims upon them, and the method m which the 
transactions of the tieasm v aie eoiiduetcd The Gov emoi -General m Council 
hopes that the facts stated in this papei wall com nice the Chambei that the 
Government docs not maintain balances in excess of actual lequnements, and that 
the method of dealing with those balances is sound IIis Excellency in Council is 
satisfied that no substantial change in eitliei of these lespects is called foi and that 
no such change could he adopted consislentlv with the pin suit of a piudent poll ex 
m meeting the lequnements of the State 

4 The Cliambei will obsene fiom the lettei adchessed to the Bank ol Bombay 
that the Goa eminent of India does not see its wav to comply with the desne cxpiessed 
both bv the Bank and the Chambei tlwt the Tieasm y balances should be used, in a 
laigei degiee than at piesent, to facilitate tiade The Chambei ’s lemaiks contained 
in paiagiaphs 6 and 7 ol the lettei nuclei leplv have been raiefnllv consulted, but 
the Goveinoi-Genenl in Council finds hinispll unable to clepait fiom the policv 
hitheito adopted His Excellency m Council cannot agiee with the Chambei that the 
ligaments on which that pobev was based in 1875 have lost then foice at the piesent 
time Trade has ccitamly expanded, hut with its expansion banking facilities have 
pi opoitionatelv mu eased, and it is less in need ol Slate snppoit now than in 1875 
The volume of tiacle and the demand foi money aie steacliei, and less liable to violent 
fluctuations thioiighonl the y cai , than they weiem past peuorls, and it is not necessaij, 
theiefoie, to adopt special measuies to pievent fluctuations winch are raiei than was 
the case when the policv of Government was foi undated 

5 His Excellency in Council is, moieovei, convinced that nothing hut evil could 
result Bom the adoption ol the suggestion tint the Government should entei into 
competition, in making loans to the meicantile community, with the Piesulencv Bank 
Tiade should be left to depend upon its own financial lesomces If advances weie 
systematically made by Government dining tlie busy season tlioie would be a tendenev 
to reduction of the ivoiking balances of the conntiv to an unsafe minimum and the 
consequent nsk of panic, to guaid against which is an impoitant object of the Resen e 
Tieasunes If advances weie made at a lowei late than the published late it would 
he difficult to confine the pmilegeof obtaining monev at less than its value to the 
Piesidency Banks, and these Banks w ould also ho mcieasingly anxious to piofif by 
such loans, and tempted to entei upon speculative opemtions with the lesomces 
placed at then disposal by r the State, allowing then own leseives to fall below the 
limit of safetv The Government of India is not piepaied to adopt a couise winch 
would tend to pioduce such lesults, and the deliberate conclusion of the Government, 
aftei giving the pioposals of the Chambei the fullest consideiation, is that am 
assistance in lelief of the money maiket which may he afloided by means of the 
Tieasm v Resolve cm only be made tin ougli the Bank, and at its published i ate of 
discount, in lelief of tempoian smngencv, and that no depaituie from the policy 
lntlieito pmsued can be allowed 

fi I am in conclusion to nivile the attention of the Chambei to paragiapli 22 of 
Hi Westland’s papei, and to sav that the impression winch appeals to exist m some 
quaiters that Government manipulates the Piesidency Bank balances with tlie view of 
foicing a demand foi Council Bills is entnely without foundation Am such 
manipulation would, in the opinion of tlie Government of India, he unjustifiable, and 
would eventually, fail of its intended effect 
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Note on the management of the Government Balances 

In pissing thiougli Bomlm 1 had a conversation with Mr Forties Adam on the 
subject of the lecent conespondence about Go\ eminent Cash Balances, between the 
Bombay Bank and the Bombay Chamber ol Commerce (of both of which Institutions 
lie is President) on the one side, and the Government of India upon tlie othei , and 
adopting the suggestion which he made to me, I pioposo to put on recoid this general 
sketch of the mannei in which the Government Balances are managed 

t 

2 The leading facts upon which the legulation of these balances depends aie 
these — 

(1) That the months of August, September, October, and Nov ember produce iar 

less than their pioper slime of levenue, and that the cuiaent expenditure 
dm mg them has to he met to a consideiable extent by a depletion of 
balances , 

(2) That the minimum balance with which the Government Treasury business 

can he woiked, that is to say, with winch we can undertake to have money 
iead\, at eveiy tieasui), to meet the demands upon us, is at least eight 
eroies of rupees 

3 The main factoi in the determination of this flguie of eight cioies is (as it must 
alwajs m such eases he) actual expenence We find, as a mattei of fact, that as our 
h dances appioneh a minimum of eight cioies, we have to multiply veiy gieatly the 
amount and i ipidip of the cash lemittances by which we tiansfei money fiom the 
tieasinies at which it is lecoived to the tieasunes at which it is w'anted to meet actual 
payments Thcie is a point at which it becomes more costly to make such remittances 
than to mciease the available cash For example, I do not sav it would he actually 
impossible to meet the demands on oui tieasunes with a minimum balance of seven 
cious, but it is ceitauilj the case that anj attempt to work the treascu ies with that 
balance w ould be accompanied w ith an outlay m cost of remittances that would not 
kill fai slioit of the foui la 1 Jib of inteiest which we would have to pay if we laised 
anotliei cioie in oidei to laise fiom seven to eight cioies the amount at our disposal 
And, besides this, there would he eery gieat risk of oui having to declaie oiusehes — 
at some of oui tieasunes — unable, pending the annal of remittances, to meet our 
i in lent obligations What this would mean, apait from the disciedit of it, may for a 
moment he glanced at We might he unable to pay the soldieis and cieate serious 
discontent m the aim) , we might be unable to meet tlie cunent expenditme of 
w oi king oi of constiuctmg lailwajs, we might he obliged to stop impol tant Public 
\\ oiks — m oxtiemel) costlv pioceedmg even if they me immediately lesumed 

1 Tins figmc ol eight cioies might, peihaps, at first sight, seem large, hut I 
•shall state some considerations beanng upon it which w ill shew it to be not 
umeasoinble The Bank of Bengal weie good enough to furnish me some time ago 
with m estimate of the dail) amount of actual cash paid m and cash paid out at then 
lie id office in Calcutta It' amounted to about 12 lakhs each way, and to keep their 
position safe they oidmaul) keep o\er i cioie of rupees m available cash, that is, an 
amount exceeding eight days transactions Now* the daily cash leceipts and 
disbursements it the Government Tieasunes amount to about 50 lakhs each, so that 
if wc have a b dam e of eight uores we have only sixteen da) s’ pa)nients and leceipts 
in hind If the Bank linds it neccssar) to keep eight days m hand, m the case 
wlieio all the leceipts and payments occui m a single ollice, it may fauly he said 
tli it sixteen da)s is a somtwh it nan on limit for a case m which tlie transactions aie 
spieid o\ci 200 tie isiu ies and 800 sub-tieasunes, and m which the cncumstances 
aie such that the leceipts often come m at tieasunes eery fai lemoaed from those at 
which tlie expenchtuic lias to he met 

1 The mannei in which die balances aie distnbuied is ananged with the object 
of woiking the tieasunes with the smallest possible amount They aie distiihuted 
into nine gioups, cotenmnous with the nine Piorances of account, and each group is 
under the icgulauon of its own Accountant-Geneial Tlie Accountant-Geneial, 
besides receiving details of Ins actual balances twice a mondi, obtains, at the 
beginning of each month fiom eicli Treisurj, an estimate of its tiansactions during 
the cunent month ind the two succeeding months, and thus sees in piospoct wdiat 
tieasunes ban moie funds than the) lequire and which of them require to be 
supplied with funds in oicloi to meet the demands upon them He oideis lemittances 
h < oid nigh, and such funds as uc not required b) lmn upon die whole account lie 
gathers low irds i few Cential Tieasunes clio^en with refeience to their accessibility 
uhoie the surplus funds lie it the disposal of die Comptroller-Geneial These 
operations uc earned out undei the immediate supervision of the Comptioller- 
beneral who cnckiscs his supervision m this way He leceivesfrom each Accountant- 
General in Octuhti, an estimate showing the minimum balance he lequires for die 
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service of his province on the first of each month , this minimum is b} this tune 
pretty well ascertained by experience Guiding himself by this and bv the monthly 
estimates abov e alluded to, which are consolidated and sent to him, he sees what 
provinces, fiom time to time, have surplus funds available, and m uliat provinces 
these surplus funds are required for expendituie Such provinces as the Punjab 
and Burma aie' continually demanding funds to meet then heavy military 
expendituie, and the Comp ti oller-Genei al has also to laj down funds to meet the 
denlands at the fnesidency towns on account of Council Bills, Inteiest, Railwav 
payments, Ac The Comptiollei -General is thus dnectly interested in keeping the 
Provincial Balances at as low a point as possible He may not actually, at each 
moment, concentrate his available funds at Calcutta and Bombay He mav, foi 
example, leave them at the Cential Treasuries of the Accou n ta nts-G on eral , because 
he may see that if he took them awaj he would shoitlj have to send them back, and 
he may not find, in any commeicial demand, the means of moving them without 
actual specie remittance But whether actually moved or not, they aie pait of his 
available resouices, and are at places whence they can be sent at veij slioit notice to 

any spot where the} aie required 

* ) 

6 This, theiefoie, is , the geneial system of the management of the balances, 
devised, it. will be seen, for the express purpose of enabling the Comptiollei-Geneial 
to carry Ins available resources, as iar as possible, tow aids meeting the demands on 
the tieasunes It lemains to add, in iuither explanation of the carefulness of 
management requned at the hands of the Comptiollcr-Geiieial bv the limitation of 
the funds at Ins disposal, that each month he gatheis togetliei the estimates of the 
various Accountants-Geneial (to which allusion has ahead} been made), and aftei 
caieful collation of them, piepaies a leview which is laid before the Government 
each month, and which sets foith m detail the various demands which the 
Gomptiollei -General, has, to meet duung the cuirent and two suet ceding months, 
and forecasts the plans, so fai as relates to movements of funds, bj which he pioposes 
to meet them Movement of funds is m itself, I may lemaik, a business of some 
complication, because 'it includes not only movements of actual specie but also 
consideration' of' mercantile and banking business, a class of remittance which of 
course we substitute, as fai as possible, foi specie remittance, v\ henevei it is available 

, i 

7 I have thought it advisable to mention all tins detail of management in oidei to 
sliew r that it is with some confidence that we set down as oui 'piacticable minimum the 
balance of eight cioies at which we find by expenence that we begin to be doubtful as 
to the possibility of moving our available funds to the points wheie the} are requned 
to meet .expenditure I may allude, befoie I go iuither, to two devices by which we 
call m the aid of _our cunency leserves m oidei to make this eight cioies go further 
than of itself it, would Oui normal ciuiency^ieseive of coin we may put down at 
six cioies' of rupees This amount is, of couise, b} law, sacied to the puipose of 
supporting the curienC} circulation , we cannot applv it to any treasury puipose At 
the same time, it is vastly more than m ordinaiy times is necessaiy for the puipose of 
actual encashment of notes It is scattered ovei the vanous places fiom winch we are 
liy lavv authorized to issue notes One peifectly legitimate operation of which we take 
great advantage is that we depend upon this currency reseive foi facilities of rapid 
remittance For example, we can make a remittance of, say, 20 lakhs, at a moment’s 
notice, fiom Calcutta to Lahoie, by simply pa} mg in 20 lakhs to Cunency Office at 
Calcutta, and obtaining at the Cunency Office an oidei upon the Lahoie Cunency foi 
20 lakhs to be paid to tieasvuy there I think it is not too much to estimate this 
facility of remittance at a cioie of mpees , that is to say, a balance of eight cioies, with 
tins facility of leinittance through cunency, goes quite as fai tow aids meeting our 
Labilities, as a balance of nine cioies would without tins facility I may fuither 
mention in this connection the utilization of the cunency reserve at Rangoon foi 
keeping, from one busy commeicial season to anothei, the laige supplies of silver 
which aie requned for the lice tiade, and which used to a laige extent to be sent down 
by the Banks by specie remittance fiom Calcutta befoie each nee season, and hi ought 
back aftei it The other way in which the cunency balance helps us is a comparatively 
unimpoitant one, but still it does give us some small assistance One of the liabilities 
w e undertake with our ti easui y balances — in addition to that of meeting oui payments — 
is that of suppl}ing both ouiselves and the public geneiall} with small com and as we 
must alwa} s have a considerable stock of small com in hand, the resei v es of this stock 
are practically an inefficient balance That is, pait of our eight ciores consists of this 
class of coin, and cannot be consideied available foi the geneial purposes of a cash 
balance So far as copper com is concerned this is a weight we must bear, but it is 
not an appreciable one So fai, however, as small silver is concerned, we can transfer 
the burden to the cunency reserve Silver bullion is a form m which it is quite 
lawful to hold cunency reseive, and if we possess a reserve stock of ten lakhs, sav , of 
small silver, we can keep it as part of out currency leserve, and thus have the full use 
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of our supposed cash balance of eight uorcs instead of baling ten lahhs of it locked 
up in the una\ ailable foim of ‘mall silvei com 

8 I tliink, tlieiefoie, I max legitimately contend tb.it (lie fact that we lecpmo a 
jiiinimum of eight croies for the pin pose o I conducting the tieasun business anses 
fxoin the actual necessities of the business, and not fiom any want of efhcicncx or 
attention in the conducting of it And ll the demands be measuied, oxen m the 
loughest xvax , by the numbei of places wheie funds June to be piovnlcd, eight cioics 
•cull seem a small sum to cocci them all Foi the tliicc pi csidcncy towns alone the 
Goc eminent balances at the Banks lcqitnc at least 125 to loO lakhs, and n must be 
lemembeied that the minimum pencil! of Decembci is that at which tiade is lexixing, 
and the Secielaiy of State beginning to mciease his diawings to 50 lakhs a week 
Rangoon, Allahabad, and Lahoie aie all hcadquaileis of piocmces, wheic the 
Accountant-Ci enei al must not be left without a fan leseive wlieiew ith to support the 
40 tieasunes lie has to supply, theie aie distant tie mines like Quetta and Aden, 
wheie expendituio is lieacy, and which must be made independent of external aid 
Theie are last class militaiy stations like Peshawai, T.ihoie, Multan, Rawalpindi, 
Umballa, and Delhi (not to go becontl the limits of a single pioxance), wheie the 
expenchtuie of the Inst lew days ol the month is measuied In lakhs of rupees There 
is Uppei Bm mu, a countix wheie the heacy expenditure ol a military occupation has 
to be met, and wheie the meins of communication aie as xet so linpeifect as to 
necessitate eich tieasun being made almost independent of its neighbours Small 
imounts at each tieasun, which come to l consideiable amount on the whole, are 
lecpuicd to gne to the public, as fai as possible, facilities foi obtaining and exchingmg 
small coin and cuu enev notes , and it may be mentioned that foi the conxenience of 
die public, we leceice foieign-cnile notes inch m payment of lecenuc, which 
necessdiilv to some extent locks up Joi the tunc a jwi t of om iunds The woikmg 
out of the detail of the distiibution will thus be found to mount up \eiy rapidly 
to wands the allotted total 

0 Aboce all, theie is the consideiation that the tieasury must, outside the 
Piesidency towns, absolutely depend upon its own lesouices, mil that theie is no 
leseive of any kind upon which it may tall back, if it is itself deplenished 

10 It must be understood that this eight cioies, of which I have been wilting is a 
piactically meducible minimum , it is not the actual balance with which we can, as i 
mattei of scstem, cany on the tieasuiy woik On the conliaiy, it lepicsenls a state of 
stioin yvliich can be maintained foi a tunc, but which implies a ceitam expenchtuie in 
lemittance, and a ceitain inclining of nsk It is a condition ol things which we can 
alknd to stand foi a month oi so, when we know that meio etlluv of time will bung a 
speedy lecoxen, but, which would be mtolci able, and piobably somewhat expensne, 
if we weie obliged to ucept it fiom yeai’s end to ceai’s end as the normal condition of 
the management ol business To lepiesent the peim uienth possible condition, we 
must lirst of all gne ouiselces a maigm of 20 pci cent beyond the eight cioies, and 
put doxvn about 9G0 lakhs of i upees as oidinanlx absoibed in the actual meeting of 
demands upon the tieasunes Though it is possible occasionally to woik down to 
800 lakhs, it is unwise to attempt to do so, if we hu\c 900 available , that is, out of 
oui total tieasuiy balance at any time 960 lakhs must necessanh bo seattelcd oxei 
the \anous tieasunes wlieie paymients have to be made But e\en this is not enough 
(lining the months when the lexenue is m actne collection, foi the levenue then 
collected necessanly laigely inci eases the balances ol the tieasunes until such time as 
it can be earned axvay to the places — often at a consideiable distance — wheie it is 
leqmred foi payments V notable instance ol this occurs at the end of Maich m 
Bengal Bengal oidinanly can be easily woiked with a balance of 120 lakhs at the 
outside (of which 10 to 15 aie m the Bank of Bengal) But the Accountant-Gcneial 
has to lay down xerv heaxy balances at the end of the month in the Behai tieasunes 
m oidei to meet the laige opium payments which then begin He completes this 
opeiation, sav about 20th oi 25th ol Maicli, and as soon as he has done so, he iccenes 
at the tieasunes in 1 owei Bengal the Maich instalments of land leienut Vbout a 
cioie of l upees aie paid m on 26th, 27th, and 28th of Much The consequence of 
these two opeiations — which it is not possible to fit into each othei, as the monex is 
requned to be laid down in the western tieasunes beloie it can be sent horn the 
eastern— is that Bengal always ends the month of Maich with i balance consideinbh 
in excess of 200 lakhs 

11 On the whole, tlieiefoie, the ic ally pi icticable woikmg balance, except it the 
minimum penod of the yeai when little levenue is coming in, may be put clown at 
it least 1,000 lakhs, and it is only the excess ovei that amount that can be legaided 
as held by the Uomptiollei-Geneial m leseive, mostly m the lesene tieasunes, but 
paifcly also m those “cential tieasunes” wheie the Accountants-Goneial may’ as 
explained m paiagiaph 5 above, place their suiplus funds to await the oulcis of the 
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(Jomptioller-Geneial 1'lie following figmes show, for tlie past 24 months, the whole 
Tieasuvv balance, divided into — 

(1) the amount held in Reserv e Treasuries , 

( 2 ) the amount held m all other Tieasunes 


Last Day of 

188G-87 

1887-88 

Reserve 

Other 

Total 

Reseive 

Othei 

'lota! 

Octobei - 

1,31 

9,41 

10,72 

1,51 

S,87 

10,38 

Novembei 

S9 

9,42 

10,31 

1,71 

8,85 

10,56 

Decembei 

58 

10,09 

10,67 

S3 

9,47 

10,30 

January 

1,03 

10,96 

11,99 

1,59 

11,63 

13,22 

Febnmiy 

77 

11,24 

12,01 

1,43 

11,79 

13,22 

March 

51 

12, 6S* 

, 13,19 

72 

13,16* 

13,88 

Apul - 

69 

10, 3S 

11,07 , 

1,42 

10,70 

12,12 

lift) 

95 

9,75 

10,70 

1,00 

10,81 

11,81 

Tune 

1,25 

10,78 

12,03 

1,05 

12,45 

13,50 

Tub 

1,07 

10,26 

11,33 

3,65 

11,76 

15,41 

August - 

2,09 

9,74 

11,83 

2, SO 

10 4S 

13, 2S 

September 

1,88 

8,90 

10,78 

2,30 

10, 4S 

12,78 


* The explanation of tho espociallr high hgmo of 31st Vfnich lies m tho cncnnistmees of Bengnl just 
mentioned 


12 I stop fora moment to note upon the nppaient megulaiity of these figmes 
They would seem at first sight to be subject to no paiticulai law, but this 
cncumstance anses out of two sets of ti msactions only, namely, the late at which the 
Bills of the Secietaiy of State aie paid, and the late at which loan leceipts aie paid 
m The following aie, in lakhs, the transactions of each of the above 21 months, 
divided under three heads — 


1880 and 1887 

Council 

Bills 

Loans 

I 

Other trnns 
actions 

Council 
| Bills 

Loans 

’ Other trans 

1 actions 

i 

Octobei - 

- 3S 

+ 33 

- 86 

- 9S 

+ 43 

1 

, + 15 

Novembei 

-1,14 

+ 22 

+ 51 

- 82 

+ 7 

i + 93 

Decembei 

- 1,42 

- 2 

+ 1,80 

- J ,88 


+ 1,62 

January - ' 

— 2,57 

— 

+ 3,89 

1,95 

— 

1 + 4,87 

Febi uary 

- 1,77 

— 

+ 1,79 


— 

1 + 2,05 

Mai cb 

- 2,27 

— 

4* 3,46 

-2,26 

— 

+ 2,93 

Apul 

- 2,72 

+ 32 

+ 28 


— 

+ 32 

Mav 

- 1,95 

+ 51 

+ 1,07 

- 2,28 

! 

+ 1,98 

June 

- 1,58 

+ 52 

+ 2,3S 

- 1,33 

— 

+ 3,02 

July 

- 1,50 

+ 67 

+ 13 

- 1,56 1 

+ 2,88 

+ 59 

August - - | 

- 1,66 

+ 2,49 

- 33 

- 1,33 , 

+ 12 

- 92 

September - ‘ 

- 1,11 

+ 19 

- 43 

■SR 

j 

+ 47 


13 Now it will be seen (hat although there is considerable irregulaiity undei the 
lust two heads (Secietaiy of State’s Bills and Loans), there is no veiy gieat diveisity 
(consideung the vastness of 0111 tiansactions) under the last 01 lesiduara head In 
othei woids, if oni balances wane not affected by vauety m the amount paid out on 
account ol Sec 1 el nv ol State’s Bills, and of the amounts paid m on account of loans, 
thev would show, veai iftci yeai, very much the same details of valuation The 
minimum petiod is, as I have already stated, the month of Decembei The large 
Revenue leceipts of the next few months cause the balance to mciease considerably 
up till Juno, notwithstanding that tins is the heavy penocl of the Secretaiy of State’*? 
drawings Aftoi lemaimng stationaiy foi a month 01 two, the balance luns down 
veiy rapidly in Septembei, Octobei, and Novembei, in which months the amount of 
levenue received is veiv small It is clunng, oi about, these latter months that we 
usually anange toieceive the money we laise by debt, partly because they aie the 
months in which the money mnket finds it easiest to supply our demand, and partly 
because it is the time when the monev most corn eniently reaches us with refeience 
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to Ticasurj i equipments , that is, it comes m, not m supplement of a large balance 
ahead} held, hut so as to pi event om balances falling too low for oui necessities 

11 The amount of the loan is caiefullv calculated.. beforehand, upon a foiecast of 
the montlilj balances, so as to gi\ c m the amount necessary to tide o\ ei December 
u i tli oui minimum oi. eight cioies 01 a little moie If vv c do not, as a mattei of fact, 
get down to that liguie, oi nearly so, it is usually because the Seciotaiv of State lias 
not succeeded in placing lus bills to the extent he hoped The lemittance of 
15 millions sleilmg to England is a veiy laige and important opeiation, in which it 
is necessai} to allow a vci ij consideiable amount of latitude, and it would be grievous 
mismanagement it, when the Secietary of State w as finding a maikct foi his Bills, 
we weie obliged to tell lum that our balances wore so weak that lie must i educe lus 
diawings We must, therefore, be caieful not to nndei estimate his demands, or an 
othei woids, we not unhequently find that lus diawings are a cioie oi two behind 
om estimates, and that in consequence we aie, as a mattei of fact, left m December 
w ltli a balance of a ciore oi two m excess of the minimum down to winch we can w oik 

15 Ret citing now to the figiues given in paragraph 11 above, 1 think it will be 
idmitted that the Bombay Chambei of Commeicc state the pioblem wiongly when 
they desenhe the Government balances m their lettei of Oth August 1888 as KB to 
Ilf cioies of “laige unemployed balances,” and enqune wlietliei “ this enoimous 
imount of mone} could not be made available loi the purposes of trade ” I have 
shown that of tins imount about 10 cioies cannot m any sense be desenbed as 1} mg 
idle, but is aetuall} lequned to support the tieasmy business of the country I 
shall piesentl} examine the question wdiether the amount can be evei described as 
“ unavailable for tlie puiposes of tiade,” but as the Chamber’s refeience wasmaml} 
to tiade at the Piesidencv towns, it is sufficient to point out at piesent that tlie onlj 
amount that can be made available foi such purposes is the amount lying m the 
icsenc tioasunes, which, except immediately aftei the leceipt of loans, raid} exceeds 
200 lakhs, and is oiduianly consideiabl} lpss than that figuie The money m the 
“ C'ential Tieasunes” (paiagiaph 5) cannot he made available at Piesidencj Towns, 
as, il it is kept in the Gential Tieasunes, it is so kept oil tlie giound that it is likely 
to bo lequucd up-counti}, and it would neiei be vvoith while to send it on a journey 
of some hundieds of miles only to be sent back again aftei a slioit time Besides, 
as will pieseutly be mentioned, many of these Central Tieasunes aie at lnanehes of 
Presidency Banks, so that the Banks iheady ha\ o the employment of the money so 
long as it is not lequned foi Ticasuiy purposes 

lb The question laised by the Chambei is, therefoie, nanowed to the question 
whcthei Government should lend out, foi commeicial purposes, tlie balances held an 
the Resei \ c Treasm its at the Piesidencv Towns And if I lightl} understand then 
lettei of 4th Octobei, this is the foim to which then pi oposal is actually leduccd, 
naniel}, th.it duiing the months of Maieh, Apnl, and May, the balances which aie so 
held might be lent out foi commeicial use I do not consider it necessaiy or 
desnable tint I should in tins place entei upon any discussion of tins question, it 
williecctve the full consideiation due to a pioposal emanating fiom such a body as 
the Bomba} Chamber of Commeice The object of my papei is merely to lomov.e 
the misconceptions which seem to me to have lntheito sunounded the subject, to set 
ioitli m a cleai light vvliat is possible and what is not possible, and to define moie 
aceiuatelj the issue which anses out of the piesent conespondence > < 

17 I come back now to the question of oui 10 cioies oi actual woiking balance 
Aie the Chambei of Commeice light in descnbmg this balance as “ unemployed,” 
and as “not available loi the puiposes of tiade” I am afiaid I must clnectly 

11 n erne this statement 

18 In the hist place, a veiy consideiable shaie of the 10 cioies is placed directly 
at tlie disposal of tiade tlnough the sj stem of Piesidency Banks The .actual 
statistics show that during tlie last two yearn the amount oi Public Deposits m the 
Piesidencj Banks and then blanches has fluctuated between 2G2 laldis and 390 lakhs 
and this is dmost entnely supplied out of oui 10 cioies of Cash Balances At the 
iluoe Head Olhces the Government Balances have not, since Decembei 1885, been 
below 1J0 lakhs, and the} have often been much higher than 150 

PJ Of the District Tieasunes, the laigest and most important aie at the places 
whcio thcie are Bank Agencies, and at these places tlie whole of the Government 
Balances aie made a\ ulable for tiade tlnough the agenc} of the Banks Noi is theie 
any limit to the amount of balances which may be thus placed except that winch is 
imposed b\ the action of the Banks themselves That is, whenever any of tlie 
President} Banks finds it woith its while to establish an agenc} at anv place wlieie 
iheie is a Distuct Tieasur}, the balance at tlie District Treasury would almost, as a 
matter of comse, lie made o\ei to its custody In other woids, wherevei theie is tiade 
sufficient to avail itselE, undei the Piesidency Banks s } stem, of the local Gov eminent 
Balance, there the local Government Balance is placed at the disposal of the trade 

20 Another method by which the Governnient Balances aie made available for 
puiposes of tiade is, that the} aie bj the ofticers of tlie Government made available 
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foi pm poses of lemittance Indeed, it is not too muck to say that the -whole of llie 
si stem of inland tiado lemittance is suppoi ted by and earned on tluough the 
Gov eunnent Balances Of the extent to which this ib done I believe few peisons have 
any cognisance, and I theiefoic attach a lepoit of my own mitten m 1883, in -which 
the subject is geneially levievved As I am wntmg mainly with lefeience to the 
repiesentations of the Bonibav Cliambei of Commeico, I may take the oppoitumty of 
adding, by way of completing the subject, that a veiy nnpoilant senes of lennttances — 
those connected with the financing of the Bombay cotton tiade — is earned on tluough 
the Beiai Tieasunes, but is not noted in the enclosed papei, as these Tieasunes lie 
outside the si stem of Goieimnent Tieasunes piopei 

21 1 tiust that the explanations I haie given mil cause the Chambei of Commerce 
to change its opinion about the 10 or 13 croies of money n Inch they have lntheito 
tonsideied to bo lying idle, so fai as the needs of tiade aie concerned We may f inly 
claim that we do — pci haps not all ivc might do, but still — a very gieat deal touaids 
making om balances aiailable foi the pin poses of comma ce Then fust puipose, it 
must be lemembeied, is that of suppoiting the actual tieasuiy tiansactions of the 
dov eminent, and we do om best consistently with the pi unary puipose, tow aids 
making them facilitate the connneicial tiansactions of the countiy 

22 Befoie I conclude this papei 1 lvould make a few lemaiks upon an lccusation 
which I liaio oi ei and oiei again seen biought against us, ol manipulating oiu 
Piesulency Bank Balances until the new of foicing a demand foi Council Bills 
Having had the duect management of these matters foi fiveyeais, I can sav that, 
though the stitement was lepeatedly made duiiug that lime, it was m no instance 
tine In the first place, I do not believe that any such manipulation would, in the 
long urn, succeed Wc haie it, indeed, m om powei to tighten money by oidenng 
laige mthdiawals to lesene, liut as the money will haie to go hack soonei oi latei, ive 
shall lose as much adiantage when wo letmn it, as wc haie gained by mthdiamng it 
In the second place, I liaie a gieat belief m the mischievousness of all aitihcial 
mampidations ol the balances aiailable foi tiade, that is, any lanations which aie not 

the duect outcome of tiade action I 

* On tins ground I (lisngrce in the Bank of Bora 
bay s piopos ll that v,e should receive loan money only 
on the days fixed for the instalments The duty of 
Government is to make the operation ns clistic ns 
possible, md to leave to ordinaiy trade channels the 
adjustment of the Government demand to the condi 
tions of the itnikct I feel sine tint the Bank’s 
suggestion would not be accept ihlc to those who 
finance oui loans No is it in conformity with the 
usual practice in raising capital in London 


bcheic to ho dnectly dangoious'* 
Win it should he imagined that a 
state of things which is dangcious oi 
inconvenient to tiado is piofitable to 
Goi eminent I tail to peicone My 
ciuleavom has theieloie alwais been 
to keep the Goi eminent B dances at 
the Bank at as nearly one level as 
possible The action ol Goi eminent 
is usually confined to feeding the Bank with mouei to meet the local demands on the 
Government accouut, and my action m the matlci in question lias usually been dnected 
towards feeding it so as on the whole to piesone, at as steady a level as possible, the 
balance at the ciedil of the Government account 

23 The real explanation of the fcatmes which gne use to the accusation is almost 
amusing m the pioof it affoids’of the way m which evidence may be twisted fiom its 
real beaung Just befoie tlie Bank’s statement lias been published wc liaie icceived, 
say, foi ty lakhs of opium lcienue, foi the financing of the opium tiado lnCdcutta, 
accumulated as it is tow aids one shoit pai t of each month, causes neai ly eieiy month 
a violent fluctuation of this kind m the Goieimnent Balance, and any attempt to level 
down the fluctuation thus caused would give a violent wiench to the maiket undei the 
appearance of maintaining a uniform level Tlieie is, houeiei, an active demand loi 
Bills , peiliaps forty lakhs come out m one mail, and aie paid by the Bank of Bengal , 
the obvious lcsult is that unless otbei tiansactions compensate ioi tins witlidiaval the 
“ Public Deposits ” aie leduced by foity lakhs The next weekly account ot the Bank 
appeals, and it is immediately asseited that “ Government has withdiawn foity lakhs,” 
and Government is sev eieiy condemned foi witlidiavviiig so laige a sum fiom a maiket 
liungiy foi money The tiulh, howevoi, it will he seen, is exactly the opposite The 
forty lakhs which (ameinone way have now passed out in anothei way fiom the 
balance of the Government to feed tlie demands ol tlie maiket, and tlie leduction m 
tlie Government Balance is a sign that the money maiket is being iclieved by the 
icgulai couise of tiansactions, and not that it is being tightened 1 have once oi twice 
given tins simple explanation in tlie public piess, but without much avail, Joi I find 
that Government is still occasionally chaiged with “ withdiawing its balances,” when 
all it has done is that it has been paying out money in satisfaction of tlie bills diavvn 
by the Secietary of State in favoui of mei chants and bankeis m India 

J Wlsilaxd 

20tli Novembei 1888 

' E J SlNKINSON, 

Oliig Secietaiy to the Government of India 
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Extiact ftom Financial Statement of the Government of India, 1889-90 

105 The piesent veai has seen a gieat scanty of money in the Indian maikcts, 
which has kept the Bank late at 12 pei cent loi a considerable peiiod, and as 
usually happens in such cases in tins country, the question has been laiscd vvliotliei 
Government might not m some way come to the assistance of tiade 

The scarcity is no doubt owing m pait to an early cotton season in Bombai 
coinciding with a demand foiucein Bunn a, and other custom my lequuemuits at 
this season, but the loot ot the difficulty appeals to be the doubtlul position of 
sil\ei But for this it seems inexplicable that foi wpek after week tlicie should be a 
difference of 9 per cent in the late of money in London and India, and yet that in 
some weeks the whole amount of lulls and translers offered by the Societal y of State 
should not be taken up 

106 That so high a late of inteiest is piejudicial to tiade is obvious, and 
Government has not been unmindful of the fact The best wav in which Government 
can assist tiade is by pioviding that the Secietary of State’s diawings shall nevei be 
cui tailed for lack of money to meet them, and in one week demands foi lulls and 
telegiapli transfers exceeded 77 lakhs Arrangements aie also made to giant 
telegiuph tiansfeis fieely at a small charge between the tlnee Piesulencv towns , and 
Government, besides keeping up the normal cm rent balances, has fui lliei been able 
to oftei to the Piesidency Banks at Calcutta and Bombay temporny loans at then 
own minimum late ol inteiest, if tliev caied to avail themselves ol the offei 

107 As the Tieasuiy btkincesaie neailv two cioies below last vc n, and m fact 
lowei than tliey have been ioi twenty yeais at this season, all this would scaiccly have 
been possible without the assistance denied fiomwhat aie called “euuencv tiunsfcis," 
a system which, while piesening the Rescue of the Pnpei Ounoncj Dep utiuent 
intact foi the payment of the cimencj notes, vet gives the advantage of a huge 
balance that can be made available without the delay of actual lennttunce, wheicvei it 
may be wanted Thus in the piesent month the acciuing levemie of the opium 
distnctslns been allowed to lemain in those districts m the chaige of a euuencv 
agency, ail equivalent being immediately leleased to the Tieasui v m Calcutta, 
a fortnight hence this money will be wanted foi pay incuts to opium cultivatois m the 
disti icts, but by that tune the Land Revenue from Eastern Bengal will have been 
leceived, and, bping in like manner made ovei to the Cuncncy Depaitnient, will 
hbe ate the coin wheie it is wanted 

108 The charge that Government does not do all it might to assist tiade some- 
times takes the foini of an asseition that the euuencv balances should be lent out m a 
time of piessuie This is, of couise, impossible, as the cuuency b, dances aie pledged 
by law to secuie the com ei tibihty ol the euuencv notes, and can no moie be lent to 
the market than can the gold m the Issue Depaitnient. of the Bank of England 

109 Anothei contention is, that the cash balance of the Government of India is 
too high Now the question whethei the Government cash balance is too high oi too 
low, is one that must be detcunined by the experience of those who actuallv (leal with 
that balance, and aie lesponsible foi seeing that tlicie is sufficient money in the 
Tieasuiy to meet all the claims against Government 

I do not think I exaggeiate when I say that eveiv peison who lias expeueme of 
the actual vvoikof dealing with the balances m this countrv is m favoui of lathei a 
high cash balance The question has been frequently consideied both m India and 
in England, and though a cash balance of 10 to 13 croies may seem enormous, yet 
if we reflect on the special difficulties m the way of suddenly obtaining a laige 
amount of cash in this country, on the sudden and large demands to which 
Government is exposed, and on the enoimous extent of countiy ovei which the 
balance has to be spiead, it will easily be lecogmsed that the meie lact of the cash 
balance being laige is no pi oof that it is largei than is lequired by tbc wants of the 
case 

Some authorities hold that, if anything, the Indian cash balance lias been kept 
somewhat too low m lecent years In that opinion I am inclined to concui The 
cash balance of lecent yeais has been low bee arise the claims against tbc Gov eminent 
weie heavy owing to expendituie of all kinds, and it was thought desnable to avoid 
bouovvmg moie than was absolutely neeessaiy 

110 I hav e mentioned the allegations, (1) that Gov eminent ought to lend out the 
cunencj balance, and (2) that Government keeps too high a cash balance simply n 
01 dei to cleai the giound There is no foice m them, and they could only he made 
by persons ignorant of the facts of the case I now come to what is the leal qnestion 
namely, the expediency of the maintenance of the Reserve Treasures m the 
Piesidency towms Should the Government keep the whole of its spaie cash m the 
Piesidency Banks, or should it aim at keeping balances of toleiablv constant 
amounts in. those banks, the surplus being kept in the Reseive Tieasunes ? Tins is a 
question which deserves consideration, and on which tlieie may reasonably be a 
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diffeiencc o£ opinion, though. 1 can hold out no hope of any change in the policy of 
Go\ ernment m this respect 

The justification for the existence of the Reserve Treasunes is to he found in the 
special conditions affecting the Indian money market These special conditions are 
the liability of that market to extiomo piessure at times, the difficulty in adding 
tempoiauly to the amount of cash b\ than tug on othei maikets, and the magnitude 
of 1 lie cash transactions of the Government is computed with those of the tiade 
Under the circumstances I haxe just stated, and looking to the iact that the 
Government incise of nai famine, oi othei unexpected cause, is exposed to the i isk 
of having to meet sudden and huge demimh on it loi cash, it was decided b\ hold 
Noithlnook’s Government that it would he to the inteiest both of the vommemal 
public md tlie Govern meat of India that tin sui plus c ish, loi the tune being, oi the 
Government of India in excess of ocitain regulated balances in the Presidoncv Banks 
md the cask in Mofussil Tieisuiies, should be kept in Reserve Treasuries 

It was hold that, if the whole of the suiplus cishwas kept in the Piesideniy Banks, 
trade would lely on the pei manence of the lesomces thus supplied to it and that, in 
cise of a sudden dom md foi cash, the Government of India would either he foiced to 
abandon its light to induce its balance in the 1'iesnlencv Bulks, oi nsk pioduemg a 
financial ensis bv suddenly and lugelv leducing the lesomces of these Banks 

To show that this is notan lmnginaiv fen, 1 will quote a telegiam lereiverl m 
187 1 from the Government of Bombiv 

“Clcu the line You ate pluingthe exchange banks md tiade of Bombay in 
gieat dingci 'I hi eight Exchuigo Bulks aie indebted to the Bink oL 
Bombav fib lakhs or mpees, h ilf p i\ able on clem md sec med b\ Government 
pupei, ind lemaimlei niFclnuaiv Their balances fm cmient jnnposes m 
the Bank of Bombav aic midci 2<l lakhs or ntpees, balance of othei customers 
of Bank of Bombav cxceedmglv low Bank of Bomlm has to meet Council 
Bills fm 2r lakhs of lupees aimed fioui England this motning md snnilai 
Bills foi 20 lakhs of nijnes will shoillv nine Bills on Cilcutti absolutely 
unsaleable If von iliavv mine on Bank of Bomb n , thev must till in sum- 
dm fiom the Exchange Bulks and thuc will be i genet d panic md v seuous 
danget of stoppage- ” 

r l here was it tint time a Gov eminent balmceof about 100 1 ikhs in the Bmk of 
Bombav, and the pi oposed withdrawal, which called fen tli this stutlmg piotcst liom 
the Govemoi of th.it Province, cmlv i.iini to SI lakhs 1 do not think a stiongei 
irgument could he pioduccd to show the d.mgeis that might aiihe if the Government 
of Inch i reverted to the old svstem of keeping all its sjiaic cash in the Pie-idency 
Bulks The uguments which weighed with the Government of India m intioducmg 
the svstem of Beseive Tieasmies are contained m a Despatch to the Societal v of State, 
No 2 j 0, dated 50th .Tune 1871' , it has been punted in the \ppomlix to tins Statement 
It will show tbit the policy of the establishment of Rescue Ticismies was adopted 
deliberately , and m order to meet real dithculties 

111 It lias been mged that Govonimciit could lelieve the m uket by lending out 
the balance of the Reserve Treasunes cm favouiable teims to the Banks but, li tins 
course weie followed, the sune cbflic ulties that aiose when the Piesidency Banks held 
the whole of the surplus bal inces would igain occui 'Tiade would liecomc accustomed 
to rely on the resomces furnished by the Government, ami at i time of piessuie the 
withholding of the assistance usuallv given by Government might have 1 von senous 
effect 


Di_h)> itch from Govi rnment of Indi i (Finnnu* mid CommiMci Pcpirtmcnt) No !0, 
itatcd 2 ml Febimvry 18 t ) < * 

To the Right Honourable Lord George T rmu' Hamilton, Hir JInjestj a Secretary 

of St itc foi Indi i 

My Lord, 

We have the honour to submit, foi votu Loidslnp’s consideiation, the 
following papers i elating to the use of the Government Balances m ucl of banking 
resources in India — 

1 Repot t by Finance Sub-Committee to the Committee of the Bengal Chainbei of 

Commerce, on a pioposal to make a representation to Government with the 
view of aitermg the present system of managing the Tie a sun Balances 
so as to allow of funds being placed moie fieely at the disposal of the public 
during tlie busy season of each veai 

2 Note by the Honourable Sn James Westland, K C S I , on the management of 

the Government Balances (This is practically the bame as the first part ot 
the paper submitted to your Lordship with oui Despatch No 662 , dated 20th 
October last; 

* See page 30 
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,J > Lhoceedmgs of an inteivicw on the 11th Januan 1899 between a deputation 
bom the Committee oi t lie Chambei md the iJonouiable Sir James 
Westland, Iv CSI , on the question of the management of Gov eminent Cash 
Balances 

2 The -a hole question is sufficient, lv discussed in these papers and in the papers 
theiein refened to as ha\ing been published m the Gazette of India of 2 lid Febiuary 
1889 , and the pioposal we Mould make to voui Loidslnp is that during the niontlis 
of Januaij to May of each veai, when laige sumb are withdrawn fiom the public in 
pavmentof Government levenue, it mav be lecogm/ed as pait of the oidmaiy business 
of management of the Tieasun Balances to lend money to the Picsidcnc v Banks at 
one pei cent less than the declaied minimum late of discount of the borrowing Bank 
It is not our wish, and it might prove embairassing in mil own business, to give the 
Banks an open ciedit upon which thej may operate oi not as they please, but the 
kind of transaction admissible would be that the Banks might obtain, on the secuntv 
ol Government papci, loans, not less than ten lakhs ol mpees on each occasion, 
icpajable attei a fixed period of one, two, oi tlnee months, but m no case later than 
list Mav, bj which date no should again be in command of oui own funds under 
ordinal j conditions We would not pledge ourselves to bo alviajs leadv to lend, and 
it must he alwajs lemtmbored that, m the m inagnnent of the public funds, the 
lequiiements ol the public admimstiation come befene those of trade and commerce , 
but under ordinal \ ciicumstanccs wt considei we could without diflicultv spare 
J ’ cioies ol mpees during tlie months m question 

5 These an angements would come within the meaning of the despatch No 22.1, 
dated 6th Maj 1871, of join Loidslup’s piedecessor (sec especi dlj paiagiaph 17), but 
we considei it desirable to lesubmit the case now, as it is mixed up with matters 
tint aie at piescnt nuclei the c onsideiation of the Cuiiencj Commission 

1 It wall be obsened that the Piesidentof the Bengal Chambei of Commerce at 
die Confeience of 11th Januaij, cxpiessed the opinion that alliances of tlie kind 
would not be lequned until the Bmk iate tlneatened to exceed 10 percent We 
would not considei it necessaij to piesciibe a condition of the kind, but we believe 
it is the case that it would not paj the Piesulencj Banks to take loans on the aboie 
teims unless the iate foi nionej appioached that figino and tlneatened to leniam ten 
high Joi some tune 

1 We cannot say that the pioposed facility foi boiiouing monev in Tnclia would 
not m anj w ry mteifeic with joui Loidship’s Council Bill opeiations But is the 
pioposed loans would be onlj temporal \, and the monej would have to be returned to 
the Resent Tieasun bj an only date, the elTect would not be a pcinianent one 
Though it might opeiate to slightly diminish the demand in 1 lnunij and Februarj it 
would, in the same meisuic, mciease it m Apnl and Maj On the otliei hand it is 
to the advantage both ol trade geneiallj and th tough trade, of the demand for Council 
Bills, that tin rates of discount should not be so high as tliej have been dunng the 
last two coin weitheis, and we believe that, so fai as Council Bill operations aic 
concerned, vve mav count upon obtaining quite as much adv antage in this waj , as 
there mav be dis tclv antage in meeting, intlie mannci pioposed, part of the demand 
ioi money during the active season of foieign trade m India 

M e have the honoiii to be, 

Mv Lord, 

\oui Loidslnp’s most obedient, humble Seivant*, 
ClJRZON OF IvLDIKSTON 

W if A Loewi aiu 
J Westlvxii 
M D ClIALVILliS 
Edwin H IT Colllx 
A C Trevor 
C if Rivaz 
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Bengal Chamber of Commerce, 

Royal Exchange Building, 

Calcutta, 1 7th Decembei 189S 

'Memo for the Committee 

Management of the Treasury Balances 

I am dnected by the Finance Sub-Committee to submit to the Committee of the 
Cliambei their Repoit on the pioposal to make a representation to Government, with 
the view of altering the picsent si stem of managing the Tieasury Balances so as to 
alloy of funds being placed moie freely at the disposal of the public during the busy 
season — Febiuary to June of each yeai 

The Finance Sub-Committee have eaicfully consuleied the file of papers sent 
dovv n, and hav e also had before them reports of the pioeeedmgs of the Legislate e 
Council of India in vanous yeais, fiom which they ha\ e been able to ascei tain y\ hat 
action has pienously been taken in legal d to the mattei by the representatives in the 
Council of the Mercantile Community They have noted fiom these pioeeedmgs that 
Sir David Baiboui at the meeting of the Council, held on the 27th Maich 1889, dealt 
at length y\ith the whole question, and expiessed himself m opposition to any change 
in the existing system Mi Robert Steel and Sir Alexandei Wilson, lepiesentativ es 
of the Cliambei on the Council, hay e also spoken on diffeient occasions m suppoit of 
the yieyvs expressed by Sn Day id Baibour 

Tlio Finance Sub-Committee, notwithstanding, lme lepoited in Jayom of a 
lepiesentation being made to Goyeinment, as they consider the position is noyv 
somewhat changed, and think it is most advisable that, as the season of the yeai yvhen 
the Cash Balances are highest coincides with the expoitmg season when money r is 
most scarce, Government should dining that penod, lend sufficient cash to the 
Piesidency Banks to enable those Banks alway 7 s to be in a position to make advances 
on Government Secunties They consider that it is damaging to the credit of 
Government that Goyeinment papei should at any 7 time cease to be a loanable security 
They liaye been strengthened in this view by the fact that seveial yvitnesses before the 
Cuirency Committee, notably Sn Edgai Vincent and Mr A M Lindsay, yy ere m favour 
of such a course being pursued by Goyernment 

The Sub-Comnnttee are of opinion that Goyeinment could, yyithout dangei, advance 
sufficient cash to relieve the stnngencv which generally 7 exists fiom February to June 
in each y 7 ear 

W P VHSONS, 

Secretary 


The following is the Repoit of the Sub-Gommittee — 

The Finance Sub-Committee recognise that in the conditions attaching to both 
Impel lal and trade finance m India, the Government cannot place Treasuiy Balances 
at the disposal of tiade with so fiee a hand as is done in England The question 
befoie the Committee, howcvei, appears to be not the wholesale sunendei of Tieasun 
Funds to the Piesidency Banks, but the discretionaiy disposal of them in penods 
of stringency Tf the action of the Government is such as to unnecessarily 7 cause a 
money stringency 7 at one season of the y 7 eai, and a deceptive ledundancy at another 
season, it follows that the manipulation of these lunds is a potent distuibing influence 
m oui money maihet 

It has been the impression for yeai s that the Government have been spaiing of 
their deposits with the Presidency 7 Banks during the seasons of gieatest piessure, with 
the object of stimulating exchange, and lav ish with then deposits in the monsoon 
months when easv money has helped them to issue new loans 

In oider to ascertain vvhethei this impiession has iny justific ition m fact the 
Finance Committee have had the following tabulated statements piepaied The point 
to be airived at is this The collection of levenue, especially the land rev enue, vvith- 
diaws from active circulation considerable sums of monev at ceitam seasons, and it so 
happens that this withdiawal of money from pnvate hands takes place just when 
funds are most needed for harvest lequnements By coinpainig the balances m the 
Civil Treasunes and Reseive Treasuries wath the Tieasuiy 7 Balances m the Presidency 7 
Banks m March, Julv, and Novembei of several yeais, a fan estimate may be formed 
of the relation between levenue funds held apait and those placed at the disposal 
of trade (sec Statement 1 ) These months are selected because, generally 7 , March is 
the month of acutest tiade demand and largest accumulations of revenue, July the 
month of smallest tiade demand, and Novembei the month of smallest Government 
revenue 

P 2 
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Statement showing Ca,sh Balances m Go\ eminent 'J ic mimes, Resene Tic.imihc- ■ «»»'! PrfMdency 
Banks, in the months of AIau.li, July, and Novenihci fiom 18SS to lohS 
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Stitemcnt II shows (hit the proportion of Inlmus m Civil TrciMiue- to 
Reseive Treasuiies, ind to the Intaiuts deposited with the PiCMdencv Binks, lias 
heen on the avenge as follows — 
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These figiues appeu to support the generally lecotvcd linpiesMon that the 
Government deposit a propoitionatclv smaller amount with the Biesulencv Banks 
dining the busy boason than at othei seasons It will he seen tint the pioportion 
woiks out as undei — 


Totil Btsrru 

Trtnsuries Trc isuriev 


Pn^iiloncy 
B mku 


^faieh - - 100 10 it 8 80 

J ulj - 100 23 58 10 75 

Novembei - - 100 18 OS 11 10 

The Finance Sub-Committee are, therefoie, of opinion tint the picscnt method of 
disposing of Gov eminent Balances does adveiselv affect the inonev maiket ami thud 
that a lepresentation might leasonably Ik made to Government to imnast in 
proportion to then total funds, then deposits with the Presuloncv Banks dm nm the 
busy season They also think it would be fair to the Fiesidency Banks if the late at 
which. Government funds were lent against deposits in times of emergency should be 
one per cent below the published minimum rate of the Banks 


A\ r Parsons, 

Seeretnrv 
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Mote by the Honom able, Sn James Westland, K C S 1 , on the Management 
of the Govei nment Balances 

To facilitate discussion as to the extent to which Cash Balances of the Gov eminent 
may be made available foi commeicial uses, I put togethei m this papei some of the 
considerations which, fiom the point of view of the Government, tieai upon the 
question 

2 The gieit ddteience between the position m this respect of due Ti easin'- in 
England and that in India may be seen fiom the following statement, ulucn sets' om 
fust the figiues lelating to England (The figmes aie taken fiom the Economist, and 
though thev do not pieciselv conespond as to date, thev ne good enough foi the 



Exchequer Balance 

Cash Balance 

(In thons nuts of t ) 

m the Bunk of 

in the Bank of 


England 

England 

End of December 1897 

- 3,785 

19,885 

,, Junuaiy 1898 - 

- 5,991 

22,774 

„ Felnuary 1898 

- 11,907 

23,606 

„ March 1898 

- 9,91S(a) 

21,662 

, Apnl 1898 

- 5,28b 

22,720 

, May 1S9S 

- 7,230 

26,046 

„ Tune 1898 

- 1.800(a) 

27,071 


(n) The actuals lie not n ulnblo , tins figuie is taken bj deducting fiom the totil Exchequer 
Balance one million i«'-inncd to be the balance m the Bmk of Ireland 


It will lie seen fiom these figmes that the Exchequer could at any time, if 
necessity aiose, lealise 01 spend the whole of the balance at its ciedit without 
causing the Bank of England to feel any but a tempoiaiy ddhcultv — a difficulty 
which possibly might not be gieat enough to cause any steps of sufficient magnitude 
to affect, 01 cv en to come to the know ledge of, the public 

3 Now take the figmes foi India They aie made up m the annexed tables A. and 
B foi eicli week of the quartei, lanuary to March 1898 It has to be lemembeied 
that, accoidmg to the conti ids with the Pi£sidency Banks, the head Public 
Deposits” m then ueeklv returns is piactienlh sj nommous with balance at ciedit ot. 
Tieasun , tne balances ot the High Couits and their officers, md oi Railwax 
Companies, md «ome others, which foim a not mconsideiable aggiegate oi public 
monex, lie outside these amounts and aie leckoned in the Bank statements is pm ate 
accounts The aveiage of the 13 weekly i etui ns is — 


(Thousands of Itx ) 


Balance 
at credit of 

Cash 

Bal ince 

Head Offices only — 


Gox eminent 

of the Bank 

Bank of Bengal - 

- 

739 

791 

Bank of Bombay 

- 

527 

636 

Head 0 faces and Blanches — 

Bank of Bengal - 


- 1,576 

2,019 

Bank of Madias 

- 

505 

951 

Bank of Bombav - 

- 

87 3 

953 


It will be seen that a demand by Gov eminent foi the use of its balances would 
leave the Banks with an utteily insufficient amount of cash for then requirements — 
would in shoit deplete both the financial centies and the principal tow ns in the mtei lor 
of neaily the whole of then cunent banking balances 

1 In compaiiug England with India in llnsiespert theie me two features m the 
comparison which gieatly aggiavate the position as legards India First, the balance 
m the Bank of England, large as it is, is aftei all only a poition of the available cash 
in London The number of Banks m London is legion, and even though the bulk of 
their available balances may be repiesented by a deposit account with the Bank of 
England, vet a laige amount on the whole lemains in then own possession, and the 
diminution of the balance m the Bank of England bv the whole amount it holds at the 
credit of the Exchequer would be a small tax upon the whole banking b ilance of the 
place In India this is not the case, the Gash Balance of the Presidency Banks is a much 
more important factor in Calcutta or Bombay, ioi the Exchange Banks hold a 
comparatively small balance in their own coffeis, and even that is it is understood, 
sometimes an advance from the Presidency Banks Secondly, the nexus between the 
Bank of England and the general available cash of the countiv is infinitely closer than 
that which exists m the case of the Indian Presidency Banks The withdrawal of, 
say, five millions of Exchequer Balance from the Bank of England foi the pui pose of 
meeting Government payments due throughout the countrv might deplete the available 
X 190G8 ]i j 
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cisli of the Bank ol England, lot a week 01 two, bvit the amount would speedily lion' 
hack again through a thousand different channels, and the cash position of the Bank 
would he as strong as e\ei In India, on the othei hand, payments of the kind do not 
flow hack till after a considerable time, and paitly do not come back at all A war on 
the frontiei, a famine in a province, 01 hem y expenditure upon railways will absoib 
laige amounts of cash, pait of which dribbles back slowly, and pait of which loi 
piactical purposes nevei comes back at all 

5 These considerations mtioduce gieat difficult} into the management of the 
Goa eminent Balances in India It is not merely that the Goa eminent aie obliged to 
haa*e close regaid to the demands that aie coming upon them in lespect of the 
payments duo on Government account duting the next feaa months, but that they 
are obliged to have lcgaid to futuie comineicial demand also dust as the Dneotors 
of the Bank of England 01 ol the Bank of Bengal, when they anticipate a stiong 
(Ommeicial demand, aaonld uoate a po it ion of great dangei^ if thea T aaeie mciela to 
saa “ Y\ e ha\ e so maria millions, 01 so main lakhs mom Tieasuie cliost, and theie 
‘ is theiefoie no use of om mteifemig aaith the demand, let Ub go on giaing out 

inonej as long as ave possess any,” so the Goaeinmcnt in India is bound to caieiulla 
guaul its balances against depletion biought about eithei by the payments aalnch it 
has in due course to meet, 01 by too sudden withdrawal and dispei sal through the 
channels of commercial demand The above-imagined policy on the part of the Bank 
Dnectors would meaitably bring about a crisis in a veiy shoit time, and eaielessness 
of management of the same kind — a concession to immediate commercial demand, 
without having any regaid to the future — would bring a cusis on the money market 
in India, much moie seveie and much more lapid b} reason of the smallness, the 
almost non-existence, of any maigin to fall back upon 

6 This position of i esponsibility is forced upon the G o\ eminent m this countiy, 
not of its own will, but because it is accepted by the Banking md the Mercantile 
Community as the monetary system of India Tlu whole commeice of the country is 
made to depend upon the Government Balances , and the whole lesponsibility foi the 
maintenance of an available Cash Resei ve m India being thrown upon the Government 
it is taken foi gianted that if theie is a monetary stringency, it is due to the dehbeiate 
action of the Go\ eminent When Bank Dnectois, to meet the occasion I bare been 
describing, put up the late of discount, they aie said to do what is wise and piopei, 
both in then own inteiests and in those ol the Commercial Public, when the 
Government being in India m a smuku position takes similai measures, it isconsideied 
to lie delibeiatel} causing an undue stmigenc} ol the moire} market 

T It is not inhequetitly illeged nr the public piess and elsewhere that the Govern- 
ment of India, in then manipulation ol Gov tinmen t Balances and of Council Bills 
svstematicallv pui sue this policy ol creating foi then own purposes a stringency ol 
the kind desenbed They have moie than once had occasion to give this theoiv 
explicit denial Some important papers on the subject weie published m the Gazelle 
of India ol 23i d Febiuaiy 1889 (page 115, Ac ), which weie intended to show that 
tire one endeavour ol the Government m managing then balances was to make things 
as smooth for the mone} market as it was possible loi them to he, consistently with i 
system undei winch the Banks kept very little available mone} oi their own, and 
depended foi then immediately available resources almost entnelv upon the margin of 
hinds which the Government kept against possible admimsti alive demands, and which 
ne necessarilv hypothecated to public necessities of the kind Foi example, the 
weekly financial article in the Pioneo , lefeirmg to the tiansactions of the second half 
of September last, stated tint “ Government has been busy l educing its balances with 
‘ the Bank oi Bengal and the Bank of Bomba} ” The leal fact, so fai as Calcutta is 
concerned, was that Government dui mg that Joitnight paid 50 lakhs of Council Bills 
out of its balance in the Bank of Bengal (a mattei which may be desenbed as being 
within public knowledge) and the diminution of Government Balance which is the 
natmal and inevitable consequence of the tiansfei oi 50 lakhs from the Government 
Balance to that of the Exchange Banks was thus quoted as evidence that the Govern- 
ment was withdrawing its balances from comrueicial use 1 It will thus be seen that 
the cnticism under reference contains exactly the mistake which was pointed out in 
pai agraphs 22 and 23 on page 124 of the above quotation iiom the Gazette of India, 
and that the so-called artificial reduction ol Government Balances at the Banks is 
nothing moie or less than the issue of the amount to the public in the form of Council 
Bills As i matter ol fact, not a single rupee was withdrawn from the Bank to the 
Rodent Treasury dunng the latter half of the month of Septembei 

8 It may he mentioned as regards the Government Balances at the Presidency 
Btnks that ior the expiess puipose of pieveutmg any manipulation of them either m 
the direction of stringency oi of the opposite, they aie worked upon a pm eh 
mechanical svstenr A maximum and a minimum limit aie fixed, both very much in 
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excess of tlie mmimurn stipulated m tlie contract with, the Banks , and the rule is laid 
down that when the balance is above the maximum the responsible account olhcei 
withdraws a certain amounthnto the Resei ve Treasury , when it falls to 01 below the 
minimum he passes money into it fioin the Reserve Treasury This rule is depaited 
from onlj (1) when the Cfo\ eminent are raising a loan, and, m ordei to let it fall 
easily on the market, allow die Presidency Banks to retain a nominally excessive 
Tieasurv Balance it may be regarded as nominal, because the transaction is the result 
of a ci edit to Government on the Bank’s books by debit to ad\ ances on Government 
Secunties, and the Bank for the moment does not lealh possess any funds available in 
cash against it , (2) when the geneial balance is so seveielv depleted that foi the time 
the Government cannot spare funds iiorn the Distiict Treasuries to maintain the usual 
standaul of Gash Balance m the Piesidencj towns Theie is, therefore, so fai as the 
Bank balance is concerned, no manipulation for the purpose of creating strmgencv oi 
of affecting the rate of exchange 

<1 To pioceed now to the question of Council Bills It seems almost a truism to 
sav it yet it seenrs necessary to call it to mind that the amount of Council Bills that 
can be issued by the Secretary of State is stnctlj lunited The belief that the 
Government of India lefuse to place dieir funds at the disposal of the Banks is 
ceitainlj founded in some cases on the meie fact that the Secietaij ol State has not 
issued bills for the whole amount requited for the payment of the balance of tiade 
The amount which it is possible to draw m a v eai mav, for oidinary times, be 
reckoned thus 

' , R% 

Suiplus of levenue in India over expenditure m India, 

including expenditure on Capital Account - - 23,000,000 

Monev raised by loan in India for Capital Expend] tuie 

so far as it is not spent in India, a maximum ol - 1,000,000 


Total available - - - 26,000,000 


These figures vary of course from year to year, but it must be clear that, whatever 
the figures are, they limit the amount for which the Secretary of State may diaw 

10 Now, as pointed out at length in the papcis of 1SS9 which have been alreadv 
quoted, the minimum balance with which it is possible to cany on the business of the 
Government m India is about eight ci ores , this eight noies including tlie balances 
it u edit in the Presidency Banks and their blanches The balances went down to 
that figure and below it in the end of tlie year 1S96, and again nr the end ol 1897 , 
that is to say, in both of these years the Sccietary ol State diew, and the Government 
of India paid out, even more than was consistent with safety , tlie Secretaiy of State 
could not have drawn more for the simple reason that the Government of India had no 
funds wherewith to pay So anxious were the Government to supplv the money 
market with a full amount of Council Bills that in December 1896 special legislative 
measuies were taken to add to the Cash Balances two cioies of lupees out of Cuirency 
Reserve, and this enabled the Secietarv of State to enhance his drawings by that 
amount And again in Januarv 1898 a special law was passed to enable the Secret rrv 
of State, if necessary, to di aw Council Bills against the Ciuiency Reserve In the 
piosent vear, 1898-99, the Council Bill piogiamme was again based on the calculation 
that the Government should place at the Secretar\ oi Slate’s disposal, lor drawings, 
eveij thing thev could spare subject to the condition ol about eight cioies remaining 
m the Cash Balances at the minimum penod The piospects as regards balances 
weie much impioved by better levenue, and this fact was communicated to the 
Secretary of State in July and again in September for the expiess purpose of enabling 
him to enhance his diawmgs up to the limit of the capacity of the Government to 
meet them , and he enhanced them accordmglv In this also there is ample evidence 
that the policy of tlie Government throughout is the veiy opposite of seeking to laise 
exchange by causing stnngency They have consistently done their best to place at 
the disposal of the market every surplus rupee they can spine 

11 The Government, in truth, cannot undertake to finance not only the adrnmis- 
tiation of the country but its tiade and commeiee also Accoidmgly, when connneice 
finds a deficiency of available funds, the cause ol the deficiency should be sought for 
in the seal ci tv of banking capital and not m some action of the Government, which 
is expected with resources that are often barely sufficient to meet the financial 
requirements of its own administration, to supply also all that is wanted for the 
movements of two hundred crores of impoits and exports 

12 One difficulty in the regulation of Council Bill drawings lies m tire fact that 
the levenue of Government does not come m equally during the year This is, of 
course, a necessity m a country where so much of the levenue is land revenue, and has 
to be collected at the time when the revenue payers can most ensilv afford to pav it, 
vi/ tlie tune of harvesting and disposing of then ciops 
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The following is a lough estimate of the distubution through the year, of the 
2b mores x\ Inch, as aboxe mentioned, become ax ailablo foi (hawings , the three crores 
of debt aic t ikon as lecened half m Tuly and half in August — 



In t lions mils of Rv 


In ttious mils of Rx 

A pul 

bOO 

Getobei 

800 

31 ax 

- 1 ,900 

Nox ember 

700 

dxine 

- .5,000 

Bee einbet - 

- 2,900 

July 

- 2,900 

la nu an 

.9,300 

August - 

- 1,800 

Eebruan 

- 8,100 

Septemhei - 

00 

3Iaich- 

- 4,1)00 


Total 

- 

- 20,000 


Id Now, if the Societal \ of St ite could distiihute his diallings aftei the iboxo 
iashion (01 lathei take the hguies \ month lati i so as to allow the < n< e-'se-' of ie\onu( 
to be hi ought down to the Piesidem \ towns to nuet his lulls'! the result would no 
doubt he that 0111 excess Cisli Bil uucs (tli it is the suijdus oxm what is lerjuned for 
tieasmics tli it aie not m ehtigc of Banks) would lie wholh, 01 noulx so at the 
disposal of commute But this' is moie a theoietic d possibilitx than a ieal one As 
alieicB explained, tlieie aie no funds for Goxeuinient to f all hack upon if it <uricnders 
to commeicial uses its own Cash B dances and then suddenlx finds that it must alter 
its piogiamme of lexcnue and expcndituie Thcie liaxe been two ciiscs of that kind 
within the last two xens The first was m October 1S9G, wlien the rains failed and 
piospects ol fnnmc suddenlx made their ippearanc e in Indn It xxas ledi/cd that the 
hist and nccessaix step was to make huge lenussions of rexenm it onec , this rune 
upon the Goxeriimeiit just as the bdances xxen descending to their minimum uid 
there x\ as no 1 emedj but to e ill upon llie Seuetnx of St ite nnmediatelx to suspend 
his diaxxmgs, xxlneh wcic hung is usu d so legulaled as to leaxe no mngin m 
lleeemhei 'l'lie second x\ is hi the outbicik oT fiontici xxufne in August and 
Septemhei 1897, when agun (lie (lox eminent wue obliged to stop the Neuetaix of 
St ito’s di.ixxmgs m oi dei tint the x might luxe monex to expend on the neces-nx 
mihtaix opciattous 

14 It is not i>ossdjh fot the t'oxunment thciefoie depetident as thex aic upon 
then oxxn lesouiccs, to cam on the adnunistiation xxith them balance continuallx 
hoxeiing ibont eight cioios Thex cm afioiil the usk of letting it inn down to eight 
cioies in Noxemhu nul Dec ember, xxhen it is known that thex will he amplx m funds 
igain xxlien the Hxenuc comes in m Jniuiix But if thej had to keep to one figure 
all the jeui lound thex would not he sale nuclei a minimum of elexen cioies (that 
is to sax a contmu il maigin, igamsl possible sudden claims, of thiec eroies) Thus 
the piopei xxax ol dcsuibing the policx undoi which the maigin of monex might he 
placed at the disposal of commeice would he “ Beckon R\ 11 000,000 is xour 
minimum cunent halmct , hut inasmuch as xou c m stand the usk of letting it mu 
down ioi i month oi two, but not longei, to H\ 8,000,000 gixe commeice the 
ulx int ige foi that month oi two of the R\ 8,000,000 xou <. m thus span ” 


13 This is icallx not xeix fu dilTeient ftom the couise actuallx followed, at all 

exuits, the aigument shows tint the monex 

lon^ 0 * 1 e A imr ’ Ie , 1 ionl !!" lt from xxithheld fiom possible utihsition hx com- 

1890 to Decemboi 18‘1< tlioro -neie onlx tvo i i . , , 

months m xxlneh the Cash Bihncc uns orei " m \ c , * 0 ™' ,he C }™ S ' " luch 1,eld °' or 
Ex 12,000 000 Bn 11,000,000, and tint it is not possible, 

fiom i piactieal point of new, for the 
foi the Gox'einment to accept as a rule of woiking “ Eight cioies is xour neeessarx 
immmum, me! all tint j on hold in excess of that should he regudecl as axadable foi 
commeicid use ’ In shoit, eight cioies is not i xxoikmg minimum , it is i point of 
danger which can be toleiatcd if it is to last onlx foi a month or two, hut which 
might at nix time land the Goxunmuit m disistei, if they tiled towoik with it foi 
i hmgu peuod 


lb 1 he disti lhution of Council Bills ox ci the txxclxo months lemuns cntuelx m 
the hands of the Secietux ol State , the Goxeuinient, in India, gixe lnm liom time to 
time then lecommendations, and especially advice is to the amount they cm make 
available for lus diaxxmgs , hut as .the primaiy object of the Council Bills is to place 
him in funds foi the evpenditiue which he has to undeitake, thex leaxe it to him to 
considei when diaxxmgs may he eased off for want of commeicial clemand, oi incieised 
to meet commeicial demand At the same time the Government are quite axxaio that 
the policy of the Secietary of State m the matter is the same as then own, that is, to 
draxv duiing the txvelxe months as much as they cau meet The considerations hciem 
set out will show that the utmost the Secretary of State could do, if he xxeie to neglect 
in legnlitmg Ins diaxvmgs exerx consideration hut that of, moment in commoicia] 
coin entence, would he that he might occasionally he i uole or two lhead of his 
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drawings as he regulates them on the present system, at the risk of hav mg to pull up 
after a month or two in Older to dlow the resouiccs a\ ailable m India to come up to 
his demands upon them The Got eminent pionounce no opinion as to whethei it is 
convenient foi commeice to hate a cioie a week placed at its disposal m Fehruat y to 
April, and then hate it cut dow n to 12 or 15 lakhs a w eek in Maj Of couise nothing 
that the Seci elan of State can do will incicase the total of Ins chaw mgs ovei the 
tw eh e months 

17 Hating thus placed m the hands ol the Secietan of State the regulation oi the 
diawmgs of Council Bills, the Got eminent natuialh considei themselves precluded 
from rnterfenng with Ins opeiatrons by advancing nionev , eten on mteiest, to the 
Piesklency or othei Banks in India Occasionally, but teiy raieh, shoit loans ol the 
kind aie made, hut it is only foi the relief of tempoiaiy difficulties The last occasion 
on which a pioposal of the land was made was as follous In Apul last the Bank of 
Boihbaj, whose late at the tune uas 11 pei cent, asked the Got eminent to adtance 
25 lakhs to it, foi a shoit time, at 6 pei cent This the Gotemment citliei foi mailt 
declined, oi ueie on the point ol declining, when the proposal was alteied into one to 
bon ow- at Bank late Within thiee oi loin dajs, houetei, the stringency of monct 
was reheted the Bank late gave wav, and it was consideied that the necessity foi am 
extiaoi dinar j measute had ceased 

J Wlstlwd 

lanuaij 1899 


A 

Statement showing flic amount of Public Deposits and Gash Balances at the 
Head Offices of tlio tlneo Piesidencj Banks dining the fust 13 weeks of the veai 
189S 

fin thousmds of rupees ) 



Public Deposits 

Cash Balances 

\\ toks 

Bank of 
Bengal 

Bank of 
Madras 

Bank of 
j Bombay 

total 

Bank of 
Bengal 

Bank of 

M alias 

B ink of 
Bombay 

j 

1st week - ] 

12,94 

19 03 ; 

(>6,78 

1,78,75 

68,19 


55,99 

2nd w eok 


24,12 

50,39 

j 1,75,63 

i 1,01,12 


91,16 

3i d w eek 

82,21 

25, SS 

53,45 

1 

1,61,54 

77,40 


91,05 

4tli w eek 

02,00 

28,58 i 

1 51 Si 

1,42,42 

92,99 


70,00 

5tb week 

51,39 j 

20,01 

I 

IS, 67 

f 

1,21,07 

1 69,41 

o 

r" 

to 

46,64 

6th week 

09,52 

22,73 ! 

I 

i 19, 8S 

! 

1,42,13 

66,31 

>> 

53 

58,50 

7tli week 

68,87 

! 22,02 

52,71 

( 1 13,60 

69,79 

f 

? 

36,95 

Stli week 

1 74, IS 

‘ 22,09 

j 12,49 

i ],3S,76 

80,77 

o 

03 

| 

56,78 

1th week 


i 19,04 

: 44,3b 

1,44,25 

77,77 

i 

33,16 

10th week - 

7017 

26,16 

51,33 ! 

1 53,66 

86,30 


63 91 

llth w eek 

57 62 

25 10 

5j,44 

1 3b 16 

77,50 

, 

61,11 

12th week - 

i 74,35 

26, SS 

i oo k> 

t 

I 1,67,09 

83,71 


71 41 

1 3th w eek - 

67,15 

18,33 

51,72 

1,37,20 

77,63 


67,29 

Weekly 
av emge foi 
the 13 weeks 

| 73,95 

23,56 

1 

52,73 

1,50,24 

79,15 


63,62 
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Statement showing the amount of Public Deposits and Gash Balances at the three 
Presidency Banks and their Branches during the first 13 weeks of the year 
1898 


(In thousands of rupees ) 




Public Doposits 


Cash Balances 

■\\ txks 

Bank of 
Bengal 

Bank of 
Madras 

Bank of 
Bombay 

Total 

Bank of 
Bengal 

Bank of 
M ulra^t 

Bank of 
Bombay 

Total 

1 

1st week 

1,70,93 

28,69 

82,74 

2,82,36 

2,37,17 

86,87 

85,34 

4,09,38 

2nd v eek - 

1,69,31 

36,88 

65,90 

2,72,09 

2,43,39 

90,12 

1,13,07 

4,46,58 

3rd w eek 

1,48,43 

39,91 

71,48 

2,59,82 

2,10,41 

93,58 

1,18,53 

4,22,55 

4tli y eek 

1,36,13 

57,12 

79,36 

2,72 61 

2,17,92 

1,08,56 

1,16,35 

4,42,83 

5tl» week 

1,54,45 

55,48 

73,17 

2,83,10 

2, 16, SO 

1,02,28 

82,60 

4,01,6S 

btli week 

1 61,12 

49,86 

79,87 

2,90,85 

2,25,42 

92,00 

87,82 

4,05,24 

7th week 

1,36,68 

43,11 

75 35 

2,55,11 

1,71,67 

80,78 

67,47 

3,19,92 

Stli v eek 

1,49,83 

53,55 

77,38 

2,80,76 

1,76,91 

93,06 

91,42 

3,61,39 

9th week - 

1,70,20 

50,10 

75,10 

2,95,70 

1 82,80 

88,69 

69,48 j 

3 40,97 

10th week 

1,73,42 

56,64 

.88,16 

3,18,22 

2,05,88 

9S,12 

1,07,06 

4,11,06 

1 1th w eek - 

1,38,93 

61,15 

1,04,18 

3,04,56 

1,71,41 

96, OS 

1,06,94 

3,74,43 

12th w eek 

1,65,80 

66,37 

1 37,68 

3,69,85 

1,83,54 

1,01,86 

104 42 

3,89,82 

1 3th w eek 

1,73,68 

57, S2 

1,21,89 

3,56,39 

1,81,20 

1,04,56 

88,91 

3,74,67 

IVeekh n\ erage for 
the 13 weeks 

1,57,61 

1 

50,53 

87,35 

2,9o,49 

i 2,01,S9 

95,12 

95,34 

3,92,35 


Bengal Chamber of Comrueice, 

Royal Exchange Building, Calcutta, 
11th January 1899 

A deputation, nominated by the Committee of the Chambei, waited upon the 
Ilon’ble Sn Jameb Westland, K C S I , the Finance Membei of His Excellency the 
Go\ einoi-Geneial’s Council, at the office ol the Legislative Depaitment of the Goi em- 
inent of India, this da}, to confei with him upon the question of the management of 
the Goi eminent Cash Balances 

The deputation consisted of the folloumg gentlemen — 

The Hon’ble Mr M C Turnei (Piesident of the Chamber) 

The Hon’ble Mr Allan Artliui 

Mr Reg Murraj 

Mr W Parsons, Secretarj 

Mi A Rawlmson, who had also been nominated as a member, was unable to attend 
The deputation w as iecei\ed In the Hon ’ble Sir James Westland and Mi H H 
Rislet, Cl E, Officiating Seoietan to the Government of India m the Finance and 
Comma ce Depaitment at 3 o clock pm 

Sn James Westland in opening the discussion said — 

Gentlemen, — Beioie 1 ask jou to saa am thing with icspett to the memo 1 have 
piepaied 1 would ask jour permission to make one oi two remarks with regard to the 
papeis the Committee of the Chamber hare sent to me The object of the Sub- 
Committee of the Chambei ha\e m compiling the figuies thej gne is to show, as thej 
state at the end, that “ the figuies appear to suppoit the generally leceived impiession 
‘ that the Gorernment deposit a proportionatelv smallei amount with the Presidency 
1 Banks duiing the busj season than at other seasons ” 

That statement is based upon the figuies set out in the Report showing that on the 
a'i rage at the end of Maich 152 lakhs of rupees lime been placed with the Piesidtnct 
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Banks, at tlie end of July 161 laldis, and at the end of November 152 lakhs Tlie** 
figuies, of course, are quite coirect, hut theie is one thing to be home m mind with 
tespect to them 1 pointed out m m\ memo that when loan money was being raided 
by the Government it was necessai \ foi certain leasons to leave very large nominal 
balances with the Banks Such balances are regarded is nominal, because the 
tiansaction is the lesult of aciedit to Government on the Bank’s books by deb't to 
advances on Government Sccuiities and not of an actual leceipt of cash by the Banks 
At that time we alvvavs make airangcments with the Banks that money shall be left 
with them, and that we shall not call upon them, except giadually, to pay up the 
money' which they showed to be at our ciedit on the accounts The figures for July, 
if yourefei to them, include two very large figuies — one m 1888 — 195 lakhs , md 
the othei in 1890—223 lakhs You will see that these figuies are vciy much in 
excess of the amounts that weie with the Banks at anv othei time Now I have made 
enquny with leterenee to these figuies, and I find that taking the two Bulks, the 
Bank of Bengal at Oalcutt i, and the Bank oi Bombay at Bombay, m tin month of 
Julv 1888, the two Banks leceived between them 208 1 iklis In 1890 the amount 
thev leceived was 217 lakhs On these two occasions these very lmge sums weie left 
to their credit and thev weie not normal balances at all Thev aie the balances which 
weie left m their hands with lefeienco to that special anangement which it is alwavs 
necessary 7 to make I find that if these two laige figuies aie left out of the balances 
in the Presidency' Banks as stated foi July, the second statement of the Sub-Committee 
would show 152 lakhs foi Maicli, 1.38 lakhs foi J uly, and 152 lakhs foi Novembei, «o 
that the conclusion would be exactly opposite to that diawn by' the Sub-Committee, as 
the Balances m July would be less than is customaiy in Maicli and Novembei But 1 
think if you take all the figuies, without taking aveiages, you wall see that they 
beai out what I say in my Note tl at piactically the balances which we hold at the 
Piesidency Banks aie steady We ann at maintaining them at a paiticular figuie 
We aie not bound to do so, but it is a soil of undei standing between ouiselves and 
the Banks They do not vaiy gieatly f 

Mr Murray All the y eai round <* 

Sn James Westland Yes I think if om monthly statement which is sent to the 
Chambei is looked at, it will be seen that the balances are a fairly steady amount 
It vanes somewhat, but is inrely as low as 140 laks, oi as high as 190 lakhs, but as 1 
say oui policy' is to maintain a pietty consideiable and a ianly steady balance with 
the Banks One oi the figures shown m the Statement is the balance of Novembei 
1896 It went down as low as 109 lakhs I do not know if you leinembei the 
cncumstances of 1896 Idoveiywell At that time oui total Cash Balances weie 
down to something like 7’ cioies I know I was very' anxious at that time, because 
I had made arrangements, m coming down fiom Simla to Calcutta, to go to Bombay 
and to one oi two othei places, but 1 was obliged to come stiaight down to Calcutta 
on account of my anxiety connected with the lowness of the balances But with the 
exception of that extiemely low figure, which was eutnely due to the depletion of our 
General Balances at the time, I think the statement diawn up by the Sub-Committee 
of the Chambei show s that vv e maintain a steady' balance w ith the Banks Although 
we aie not obbged to maintain this steady' balance, w e vv ish to maintain it m the 
absence of any special circumstances Theie is one othei point I wish to mention 
By the last mail I obtained from home a copy of the evidence given by I oid Noithbiook 
before the Committee of Enquiry now sitting in London It w'ould be lathei a long 
business for me to lead out the answ'ei he gave to the Committee when he was asked 
about tins veiy question of the Government balances, but heie is pait oi what 
he said — 

“ In a crisis m India you want lupees, you want the actual money foi payments up 
country I can give the Committee an instance of what happened to me m 
connection with this particulai subject In the yeai 1874 theie was a laininc 
in Bengal, and in oidei to feed the people we had to buy lice in Burma and 
send it to Bengal In oidei to get the nee we had to pay haid com, lupees, 
foi it The banks then had the full use of the Government Balances, and the 
Bank ol Bombay had at that time more than a million lupees — a million and a 
half, I believe — of the Government balances In oidei to pay foi the nee, we 
wanted some of this money' When we asked the Bank ioi it, we had tlie 
gieatest difficulty' m getting it The Government of Bombay objected, and it 
was only after considerable conespondence, and by insisting upon getting oui 
money that we got at last about half a million ol tlie million and a half that 
they had of our balances ” 

Tins subject was also mentioned in the Budget Debate in 1889 Sn David Barboui 
then quoted the remonstrance which the Government of Bombay sent m, which was 
to the effect that if the Government withdrew their balance fiom the Bank of Bombay 
the Bank would have to call in the sums due from the Exchange Banks, and there 
would be a general panic and serious danger oi stoppages 
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Loi <1 Northbrook quotes from the despatch He says 

1 It was so senous a condition of things foi the Government of India not to be able 
to get their money when they wanted it, that we addressed the Secretary of 
State on the subject, and the coirespondence is given m the evidence published 
in the fust Repoit of a Commission non sitting on Indian evpendituro at 
it Question 8268 We said —‘We have been much nnpiesscd with the 
‘ consideration that the effect of the existing agi cements with the Banks 
1 which compels us to place all the Cash Balances belonging to Government 
‘ m then hands, leads to consequences which nun, be very inconvenient, if not 
' vs oise both to Gov eminent ind to tiade The onlv use ol these balances to 
‘ Government is th it tliev mu he mule available the moment tin public seivice 
‘ leqnnes them We have lnd no difficult! in legnd to the balances m the 
‘ hands 0 J the Banks ot Bengal and Madias , the Bank oi Bombay, however, 
‘ pi otested against meeting diafts upon it, and on the uigent lepiesentations 
‘ of the Govemoi of Bombay, we weie obliged on the 2!)th J n nary, to allow 
‘ a month’s tune beioie drawing The Bank of Bombay accustomed to lngb 
‘ Government balances, and lelying on the maintenance of these balances, bad 
‘ so employed them that thev weie piacticallv locked up , foi had we insisted 
1 on withdiawmg them more suddenly , we should have done so m the face of a 
‘wairnng that wc should pioducc a commercial cnsis, and therefoie, foi a 
‘ time, the Government balances at Bombav weie useless foi the purposes of 
‘ the Gov eminent ’ The upshot oi it all was that an alteration was made, and 
at oui leeommendation the Gov eminent now hold about two cioies m the 
Reseive licasmj They aie not hound now to keep the whole of their balances 
m the Bank-,, and the\*heep two uoies ictiially m then own hands, which 
tliev can use on au emeigencv 1 do not think it is safe for the Government of 
India not to have the absolute command of two croies of mpees ” 

To a subsequent question Loid Noithbiook answers — 

‘ 8461 At each Bank do von mean ’—No, two cioies altogethei I do not think 
it is at all an umcasonable amount, and it is not safe to have less The 
Government of India aie m quite a diffeient position to the Government of 
England The Gov eminent of India, if thev want money, could not get it in 
India to any considerable extent, and if thev tned to get it and failed.it would 
hung them into great disciediJL Theiefoic, 1 do not think the Government 
should be bound to keep the whole of then balances m the Banks It is not 
in mv opinion, the business of the Gov einment oi India to finance Indian Tiade , 
it is the business of commerce to finance Indian Tiade At the same time l do 
not see why the Government of India should not to any icasonablc extent assist 
trade by illowing the use o) then balames by the Piesidency Banks with 
piopei precautions , but I want to point out that it is not safe to put the whole 
of the b dances in the hands of the Banks, judging by the expeuence that I 
my self hav e had ” 

Well, Loid Noithbiook gives the figuiesof oui lequnempnts attwouoies of mpees 
My Note, which was wiitten lrefoie I knew Loid Noitlibiook’s opinion, puts it down 
at tluee cioies But it must be icmembeied that Lord Noitlibiook’s expeiience is 
based on 1874, and since then the aiea of oui opeiations has veiy much mci eased 
Then theie is anothei thing Loid Noithbiook only had a single contingency m 
contemplation In 1S97 wc had two contingencies We had a famine, and on the 
top of that came the Fiontiei War, so that we had two calamities to meet at the same 
time, and two heavy demands Then, I want to point out with reference to tins 
lemark of Loid Northbrook, viz — 

“ The Government of India aie hound to see that they hav c the command of a 
certain sum of rnonev without putting it m the pow ei of the banks to tie it up 
even foi a limited time I am speaking about those two ciores which aie kept 
m the Beseive Treasury With legaid to the rest of the balances beyond what 
is acquired to woik the Finance ol India, 1 do not see why the greatei poition 
should not he m the hands of the Piesidency Banks ” 

The practical difficulty in my mmd is this that as long as we have a considerable 
balance in the Reseive Treasuiy, the fluctuations of balances which are caused by very 
laige demands foi the Secretaiy of State’s Brils, or for payments to meet famine 
requirements, or a sudden outbreak of war, wall he met Bom the Reserve Treasury" 
The Banks knov perfectly well that, so long as we have got a balance in the Reserve 
Treasury, we shall not come down on them for the balances we have left with them 
But if we make it a lule to band over to them the balances m excess of a given 
amount— either two or three crores— it is obvious that any sudden demand will fall 
upon the Banks and not upon the Reserve Tieasury 

Mr Munay said that upon that point the Bengal Chamber had always been in 
agreement with the views expressed by Sir James Westland The speeches made by 
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Mr Robert Steel, and Sir Alexander Wilson, in the Imperial Legislative Council, were 
in favour of those views, and he did not think the opinion of the Chamber in that 
respect had changed It was only m regard to the proportion of the funds that thov 
thought some alteration might possibly be made The point the Committee of the 
Chamber laid stress upon was that during the months, Decembei to Mai eh, when the 
Gov eminent was taking most money from the public, it so happened that the public 
required most money for liaivest opeiations The monej was collected by the 
Government at precisely the time when it was most iirgentlv wanted The idea was 
that during that time the amount of the balances with the Piesidency Banks should 
be temporanly mci eased It was the collection of the Government revenue during 
those few months that really caused the stnngencv 

Mr Turnei said that they only wished to ask Government to come to the assistance 
of trade at times of great stringency in the monej market It appealed to the 
Committee of the Chambei that more assistance might be given to trade by the 
Government at the busj season of the veai He thought the contingency of people 
being unable to raise money upon Government paper should be avoided, if possible, 
as it was damaging to the ciedit of the Government It was piobable that B uch 
assistance would only be lequned so long as exchange lemamed m its present position 
When exchange became fixed the Exchange Banks would piobably bung out money 

Sn James Westland enquned what sum, m the opinion of the depmtation, would 
be required to lelieve the strmgencj 

Mi Murraj leplied that it would not be a laige sum, piobablj an extia eioie, 01 
one and a half, or even tw r o ciores 

Mi Aithur said that he understood the fixed maximum and minimum for 
Government deposits with the Piesidency Banks weie the same all the veai lound, 
and enquned why the same figiues should be fixed for the slack business season when 
Government balances ue low as foi the busv season when Government balances aie 
laige He thought that Government might so an inge tint then balances with the 
Presidency Banks should lie mcieased during the busj season, seeing that not only do 
trade demands foi accommodation mciease at that time, but the supplj oi monej, as 
pointed out by Mi Miuiay, was decieased at tint penod by laige withdrawals of 
cuirency from cnculation by Government 

Sir James Westland said that, as he undeistood the suggestion, it was that the 
Government should, at the begmmngof the busv season lend to the Piesidenej Banks 
a certain sum of monej' which w ould be recalled at the end of the busy season The 
Government could not consent to an open credit on which the Banks might operate at 
then convenience, and anv loans of the kind would have to be made undei conditions 
legaiding repayment upon fixed dates He himself doubted vvhethei it he weie 
to go to the Bank of Bengal in January and oltei them say, 40 lakhs to be 
leturned in April, they would accept the monev and paj intei est on it foi the whole 
penod He thought the intei est demanded m such a case should be it the late 
of one per cent below the minimum published Bank late, as suggested bj the Sub- 
committee 

Mi Turner thought the Piesidency Banks would take the money for fixed periods 
of say three months Loans were made foi one month, 01 two months, or thiee 
months, and he could not see wdiy the Presidency Banks should have any objection to 
the Government stipulating that the money must be leturned within tlnee months 
His idea was that the money was not really required until the Bank late had readied 
10 per cent 

Mi Arthur said that by the Government lending, say, 40 laklis to the Piesidencv 
Banks, the loanable capital of the coimfiy would be increased bj r that amount The 
loanable capital of the country was not increased by the sale oi Council Bills 

Sir James Westland agreed that the sale of Council Bills did not mciease the 
capital of the country 7 , because merchants only got out the Bills foi the purpose of 
meeting immediate demands upon them The money obtained was at once distnbuted 
all over the Mofussil 

Mr Arthui observed that the tieatment of the Tieasmj Balances was, in his 
opinion, a minoi mattei, as compared with the quest'Oii of Government coming to (lie 
assistance of commerce in a time of cnsis With reference to the statement in Sn 
Tames Westland’s Memoiandum, paragiaph 14, from which it appeared that eleven 
cioies weie necessaiy as a minimum, t e , theie should be a “continual maigin against 
a possible sudden claim of 3 ciores,” the Government of India had declined to advance 
to the Bank of Bombay last April 25 lakhs against Government paper Mr Arthur 
read an extract fiom Mi Merwanjee Dalai’s evidence before the Cunency Committee, 
describing the extreme stringency in Bombay 7 at that time, and stated that on the 
1st of April the Treasury 7 Balances amounted to Rs 15,96,95,000 , on 30th April they 
were Rs 13,69,73,000, and they did not fall below Rs 12,80,00,000 until the end of 
Octobei He was of opinion that, undei the cncumstances, the small ie< oimnod ilion 
asked foi, viz , a quarter of a cioie, might have been granted 

Sir James "Westland replied that the substance of the correspondence with the 
Bank of Bombay had been set out in his memorandum placed m the hands of the 
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Cliambei of Commerce The. negoti ition had practically dropped, because the Bank 
n.te fell and mone\ became easier, a few days aflei tlie proposal was made to borrow 
tlie monel He could not undei take to say whether if this had not been the case, the 
loan would h ive been granted or refused by the Government He said that, as a 
mattei of fact, he had on one or two occasions made loans to the Presidency Banks — 
usually on the deposit of Go\ eminent Paper 

Mi" Ai thui observed that at a time of crisis in England it was open to the 
Go\ eminent to suspend the Bank Act, but in India there appeared to be no safeguard 
m a crisis In India wlieie the Currency w as inconvertible and therefore inelastic, 
the necessity of some method of assisting commerce at a time of excessive need was 
all tlie greatei 

Sir James Westland said that there had neiei been a crisis sufficiently acute in 
India to necessitate such a step as the suspension of the Bank Act being taken The 
issuing of Notes in the Currency without reeennig unequal amount of com into the 
Reserve would he equivalent to the suspension of the Bank Act in England 

Mi Munav obsened that the Excnange Banks were shoit of mone\ at the busy 
season of the rear by leason of all then resources being locked up in pioduee afloat 
They had not withdrawn money from tlie foieign trade of India All they had done 
was "to put that money into sterling foim The money was used for exactly the same 
purposes as befoie 

Sn 3 ames Westland said that formerly the Exchange Banks used to send out 
oonsidei c ahle quantities of money to India wheie it was held in the shape of rupees, 
but that this was not done now, as tlie Exchange Banks only got out Council Bills, as 
they actually wanted them to pay for export bills 

Mr Mui ray pointed out in reply to tins that the foreign trade had incieased so 
consideiably that the Exchange Banks had to devote their resources almost exclusively 
to it, and this was evidenced by the fact that Local Banks rveie now rising to finance 
the local business yvliich tlie Exchange Banks had been forced to abandon 

After some fuither discussion, chiefly with reference to the course of action followed 
by the Exchange Banks, Sir James Westland said that the Deputation would of course 
undeistand that it was impossible for him to give a final answei upon the repie- 
ventations laid befoie him They involved a question of policy winch had "been the 
suh]ect of instructions by the Home Government, and w-ere at the present moment 
undei consideration bv the Cunenci Commission , and any representations yvlnch had 
been made on the subject, yvould leqiuie to he laid befoie the Secretary of State He 
had little doubt that the Government of India would be walling to make a lepresentation 
to the Secretaiy of State m the sense indicated by Air Aithui, and propose for 
consideiation that a definite amount might he considered available for loans to tlie 
Presidency Banks during the months of Januaiy, February, and March, when money 
was being withdrawn fiom the market by heavy- collections of revenue and the 
Gov eminent Tieasunes weie full He would lay the matter before the Government of 
India with this object in \ lew 

Mi Alun ay said that the piineiple on which the Presidency Banks in India legulated 
then Cash Balances was much the same as that obsened hi the Bank of England 
With tlie exception of the last two or thiee yeais when the Bank of England cash has 
been ahnoimally laige, the piopoition of their cash to liabilities has, on the ay ei age, 
been similai to that of the Presidency Banks m India 

Mr Tumor having thanked Sn James Westland foi affoidmg the repiesentatnes 
of the Chamber an opportunity of discussing the question with, lnm, tlie Deputation 
withdiew 

W Parsons, 

Secietary 

Despatch to Government, of India, No 87 (Emanci it), d ited India Office, London 

4th May 180!) 

To His Excellency the Bight Honourable the Goyernoi General of India in. Council 

Ary Lord, 

T haye consideied m Council jour Excellency ’s lettei dated the 2nd of Febmarv 
No 30 on the subject of the use of tlie Government balances in aid of banking 
iesoun.es m India 

2 Tbe question yvas raised by the report of the Finance Sub-Committee ol tbc 
Bengal Chamber of Commerce, m which it yvas stated to have ‘ been tlie impression 
“ lor years that the Government have been sparing of then deposits with the Pi esidency 
“ Banks during the seasons of greatest pressme, with the object of stimulating 
“ exchange, and lavish with their deposits in the monsoon months, when easy money 
“ has helped them to issue new loans ” 

* I find on reference to the papers that the Government was on the point of sanctioning the loan 
when the Bank rate m Calcutta was reduced from 12 to 11 per cent (20th April), the price of Govern’ 
ment Paper rose and Exchange fell ^ The Comptroller General was, — ■ — - * m 

y icw of these indications that the stringency in the money market had it was 

considered tli it a loan to ilio Bank of Bombay was not at present necess iry — j \v 
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i Jn the note winch Sn lames Westland Aviote in reply, lie obsened tint tlu. 
Government had moie, than once had occasion explicitly to dem that thev hid 
systematically pm-sued a policy to create stringency, and he said that theie had been 
no manipulation ol the balances to affect the late of exchange In oidet to test how 
far theie was any giound foi such a belief, I lia\e caused the cash balances to he 
examined fiom the time when the Reserve Treasury was instituted, and the follow urn 
is the result — ' 

Avenge Government Balances with the Piesidencv Banks oi in the Distnct 
Treasmies, hut excluding the Reseive Tieasuiy (in lakhs), on the last ds\ of 
each month 


\ cai*« 

Bury Season, Tamnrvto M*n 

Shot Season, Juno to Decembu 

Maximum 

1 1 

| Minimum 

Mean 

Maximum ‘ 
l 

Minimum 

Me in 

5 y ears, 1878-82 

t 

1,242 I 

1,055 

1 

1 

1,144 

1,224 

L— 

CO 



1 Ots. 

„ 1S83-87 - , 

1,220 

1,020 

1,100 

1,128 

' 835 

952 

, 1888-92 - 1 

1,316 

1,106 

1,183 

1,215 

821 

; 

1,017 

„ 1893-97 , 

, 1,431 

1,194 

1,281 

1,274 

S65 

1,0b 2 

' Or 

i 


| 




1 

C a eais, 1893-98 

1,406 

1,171 

1,258 

1 2bb 

8S6 

1 1 072 


ft wall he obseived that the amount in the hands of the Piesidency Binks (including 
that in the distnct tieasunes which is not shown sepaiately), duiing the hnsy season 
is liow usually much laigei than foimeily, and although the amount during the 
slack seasoil has slightly increased, this may he iulh explained by the failme to sell 
hills on India m some of the le cent y ears In the lecently published lepoit hv the 
Comptiollei-Geneial on the state ol the Cash Balances during 1897-98, it is pointed 
out that at the time of. the gieatest pressuie the amounts in the hands of the 
Piesidency Banks w T eie kept at a huily high level, the leduction being as far is 
possible effected at the Government tieasunes As to the supposed manipulation ol 
the balances to facilitate the laismg of loans, the figuies aie as follows — 


Aa erige of 14 y e us m w Inch Loans vcei e i vised 
Aa erage of 7 \eais in which Loans woie not l aised 


Maximum 


1 27b 
1,172 


Minimum Me \n 

I 

s 3 t 1 0b9 

S59 1 120 


4 At the Confeience which was held between Sn James Westland md a 
deputation fiom the Committee of the Bengal Chambe: of Comtneice it w as 
admitted that, as had been pointed out by Mi Robeit Steel m 1889, anil bn Alex nidi r 
Wilhon m 1890, Allien the subject of the management of the Goa eminent balances had 
been discussed m the Legislative Council, any sudden demand for money to meet tiie 
exigencies of tlie GoAemment aaouRI fall moie heavily on the Banks, if all the balances 
beyond a limited amount AAeie placed m their hands , hut it Avas suggested that the 
pioportion of the funds at then disposal, and of those letamed m the ReseiveTieasmy 
might a\ ith advantage be altefed 

o In older to meet the Avislies of tlie Committee of the Ohambei as fai as possible, 
Your Excellency pi oposes that, duiing the months oi Januaiy to Miy m each year, 
wdien laige sums aie AAithdiaA\n fiom the public in payment oi Government revenue, 
it may he recognised as pait of the oidinary business of management of tlie Treasury 
balances, to lend money to the Piesidency Banks, m sums not less than 10 lakhs of 
rupees, at one pei cent beloiv the declared minimum lateoi discount of the bon owing 
hank, Avlnch Avould he required to deposit Goa eminent paper as security, and to repnA 
the money at a definite date, m no case latei than the 81st ilav F or such purposes 
you considei that ordinarily you could spaie a cioie and a half ol rupees without 
difficulty* 



64 


ItOYAL COMMISSION ON 4 lXDIVN FINANCE 


6 I am not sure that I understand the leasons why jour Government solicit nij 
sanction to such an anangement The management of the cash balances in India is 
entuely within your discietion When it was proposed to institute a Reserve Treasury 
m older to guaid against the risk of public inconvenience on the occurrence of an 
emergency, the Marquis of Salisbury, in his Despatch of the 6th of May 1875, No 225, 
though not appioving precisely of the suggestions laid befoie him, left the matter m 
the hands of the Guv eminent of India, obseivmg that it -would be competent for the 
Financial Depaitmeut either to retain the monev so reserved in the Treasury, “ or to 
lend it for shoit terms undei suitable conditions as to mteiest and secunty ” 

7 Tins e\pi ession seems so exactly to cov ei youi pioposal that I have to look 
furtliei foi the giounds on which it is made , ana 1 piesume that these are contained 
in the last paiagraph of youi lettei, m which you obsei v e, “ We cannot say that the 
“ pi oposed facility foi boirowmg money m India would not in any way interfere 
“with youi Loidslnp’s Council Bill opeiations ” You think, howevei , that the 
tiansfei of pait ol the demand fiom the busy to the slack season of foieign tiade 
would not opeiate disadvantageous^ , while it would tend to pi event the late of 
discount m India fiom rising so high as m 1897 and 1898 

8 Fiom this point of view it appeals to me that the suggested couise is open to 
consideiable objection The remittance to England, at a favourable rate of exchange, 
of the amouut necessary foi the dischaige of youi steilmg obligations, is one of the 
principal points to be aimed at m the management of the balances , and it is 
theiefore desirable to take the utmost advantage of the season when tlieie is the 
greatest demand foi bills on India The postponement of a poi tion of the Gov eminent 
remittances might stimulate imports on private account, and it might veiy likely be 
found that, when the time amved foi calling in the mone\ due to y ou, the balance 
of tiade had been to some extent adjusted, and that there was no such necessity for 
lemittances from India dm mg the eaih summei as you had expected 

9 I think, fuithct, that any general understanding of the nature pioposed would 
have the effect of inducing the commercial eommunitv to leh e\ en more than at 
piesent on the assistance of the Government, instead of taking steps to enlarge the 
amount of loanable capital m the country, the scaicity of which seems to hare been 
the chief cause of the high rates of discount in the year 1897 98 

10 In these cncumstances I am unable to approv e of the pioposal that you hare 
laid before me It is imposs.ble to piescnbe anv specihc amount which must be 
letamed m the Resene Treastuy or be otherwise at the command of the Comptiollei- 
Geneial on short notice, m oidei to meet not meielv the disbursements of youi 
Government in India but also the piobable amount of remittances to England , and 
it is essential that an adequate provision should be made foi these purposes Subject 
to this being maintained, I see no objection to youi lending money to the Presidency 
Banks on the secuntv of Government paper, at such rate of interest fiom time to 
tune, and for such periods, as you think best I am inclined to think that tlie late 
should, as a mle, be not below Bank late 

I have, &c , 

fSd ) GroRQE Hamiiion 
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Despatch from Secretary of State foi India to Government of India, 
No 147 (Financial), dated 23rd December 1910 


To His Excellency the Right Honourable the Governor General 
of India m Council 


Mi Lord, 

Under the decision conveyed m my telegram dated 13th December 1910, the 
exceptional receipts m 1910-11 due to the high price of opium are to be applied, 
aftei allowing foi grants to Provincial Governments, to the discharge of tempoiary 
debt, but I stated m my telegram of the 19th instant that the discharge will not 
begin until 1912-13 The explanation of the latter decision is as follows — 

The temporary sterling debt on 1st April next will be as shown m the following 
statement — 


Year of Maturity 

Maturing 

Annually 

To bo discharged at Specified Dates 

India Bills 

India Bonds 

Debenture Bonds (issued by 
Madras and Indian 
Midland Railway Companies , 
direct liability assumed 
by Secrotary of State m 
Council on termination of 
Contracts with Companies) 

Total 



£ 


£ 

£ 

£ 

1911-12 

•*> 



500,000 

1,776,200 

2,276,200 

1912-13 




500,000 

1,477,600 

1,977,600 

1913-14 




500,000 

1,281,200 

1,781,200 * 

1914-15 




500,000 

. 

500,000 








1915-16 




500,000 

407,500 

907,500 

1916-17 




500,000 

— 

500,000 

1917-18 




500,000 

— 

500,000 

1918-19 

J 


l 

500,000 

— 

500,000 

Total 

5,000,000 

4,000,000 

4,942,500 

8,942,500 


2 On each occasion when any of the India bills shown m the list above become 
due, the Secretary of State m Council can either discharge them finally or, m 
accordance with the practice that has been more usual m recent years, can make an 
issue of bills in replacement But, when India bonds or debentures matui e, there 
would be strong objections to issuing similar securities m leplacement Piovision 
for the discharge of bonds and debentuies is thus required even more urgently than 
for the discharge of India bills 

.3 An amount almost sufficient for repaying the 1,776,2001 debentures matuiing 
m 1911-12 has already been raised, the issue of India bonds in October 1910 
having been fixed at 4,000,0001 for this puipose, and, as you aie awaie, it is 
intended to apply to the discharge of the India bonds maturing m the same year 
part of the proceeds of the permanent loans of the year But no anangements ha\ e 
been made to meet the liability for the repayment of debentures and bonds 
maturing after 1911-12 In these circumstances it will he piudent to hold in 
reserve — to be used, if necessary, for meeting that liability — the leceipts mentioned 
at the beginning of this Despatch But the desirability of i educing the amount of 
k 19068 ID 
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Jndia "bills m existence, to which attention Mas diawn m Lord Morlcy’s Despatch 
"No 40 (Railway), dated 13th May 1910, will not he oveiloohed , and, if it is found 
possible to discliaige bonds and debentmes maturing after 1911-12 from sources 
(such as the proceeds of permanent loans) other than the exceptional receipts from 
opium and to apply those receipts to the discharge of India bills without 
replacement, this will be done 

I am, <5Lc , 

(Signed) Grew e 


Telegiam fiorn the Vicerov to the Secrttarv or State 
dated 22nd Januaiy, 1913 

Youi telegiam of 6th instant Use m India of Indian balances and lestrictions 
of Council bills First, in connexion with possible revision of our agieement with 
Presidency Banks, a mattei which we are still considering, the question has been 
raised of the balances to be kept with them, whether at the Head Offices oi at 
branches As the Banks urge that, having legal d to increased amount of work 
performed for Government, they are now entitled to more favourable terms, the 
question m this connexion should be looked upon as one of remuneration Also, 
the Indian Specie Bank, at the same time as they applied to you, sounded us 
recently regarding a loan fiom balances m India With this exception, excluding 
the representations you mention in your telegiam, we have, during the last 10 
years, leceived no formal representations m favour of (1) depositing larger balances 
with the Presidency Banks, (2) an extension of the piactice of special loans to them, 
or (3) loans to other banks or firms generally At a recent interview with Sir G 
Fleetwood Wilson, the Calcutta Exchange Banks seemed to regaid with disfavoui 
the practice of lending on a large scale In addition, we would remark that, while 
we aie ready, when money is requned owing to quite exceptional market stringency, 
to make advances to Presidency Banks, we have for five or six years past, received 
no requests for loans of the kind, and this fact has a bearing on the agitation for 
reserv mg Indian money for use in India Secondly, oui practice is to keep at the 
Head Offices of the Presidency Banks the following balances — 

(1 ) Bank of Bengal, Rs 70,00,000 or Rs 80,00,000 
(2 ) Bank of Bombay, Rs 40,00,000 to Rs 50,00,000 
(3 ) Bank of Madias, a little over Rs 20,00,000 

As a rule we do not allow the balances to exceed, in the case of (1), a crore, and, 
in the case of (2), half a crore, and the Banks are liable for interest on excesses 
ovei these sums if they object to then withdrawal On the flotation of a loan, 
howe\ er, m older to allow it to fall easily on the market, the iule is lelaxed and 
caution is obseived m withdrawing money, while m special cases, such as the 
3 rbuthnot failure, very high balances are maintained so that a crisis may be avoided 
In ordinary cases no amounts are fixed for the balances to bo held at the branches 
of the Piesidency Banks, but sometimes, as an encouragement to open new r blanches, 
a minimum balance is guaianteed foi a ceitam number of years With legal d to 
the restriction of Council bills, it has always been urged by Mr Webb that they 
should be limited to the amount requned to meet your Home charges, and he made 
representations m Septembei and October 1912 against the increased weekly allot- 
ments then being made, on the ground that they prevented the use of exchange to 
specie point and interfered with the importation of gold com and bullion So far 
as we can trace, no other repi esentations on this subject have been made 

On the points put to us, we think that, although improvements may be from 
time to time suggested by experience, the practice now obtaining is generally sound, 
and, having regard to the absence of complaints over a long series of years that 
TPcmnnsiVilp nmmran m this country is m agreement with us 
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STATEMENT F 

SiLrs or Council Bills and Telegrvphic TiuNsrERS 1S93-94 to 1912—13 




Budget 


Actual 

Fxcess ( + ) 

Amount 
paid for Bill* 
on the 
Secretin 
of State 
drawn nnd 
by the 
Co\ eminent 
of India for 
Mipport of 
Exchange 

Near 

For 

Paper 

Currency 

Reserve 

Toi 

General 

P n\ posts 

Total 

Appro- 
priated 
to Gold 
Standard 
Resort e i 

i 

1 Ypproprmtcd 
to 1 aper 

1 Gurrcmn 
Reserve for 
! purcha'»o of 
; Securities or 

1 in Gold , 

Used for 
General 
j Purposes, 
including , 
Purchase 
of Silver | 

Tot il 

1 

or De 

i ficiency ( — ) 
of Actuals 
as compared 
•with 

Budget ! 


a) 

(2) 

! o) 

(0 1 

(5) 1 

(C) 1 

(7) 1 

(8) 

(9) 

1893-94 

1 £ 

£ 

18 700,000 

£ 

18 700,000 

£ 

_e 

£ 

9,530,235 

£ 

9,530,235 

£ 

- 9 , 160 , 765 

£ 

1891-95 


17,000 000 

17,000,000 

— 1 

l - 

[ 16,005,102 

16,905,102 

- 91,898 

— 

1895-96 

— 

17,000 000 

17000,000 

— 1 

i - ! 

! 17,604,492 

, 

17,604,492 

+664,492 

— 

1896-97 


16 500, 000 

10,500 000 

1 

i 

15,52,b547 

35,526,547 

-973,453 

i 

1897-98 

— 

13 000 000 

13,000,000 

— 

I 

*8,836, CSS 

8,836 688 

— 1,169 312 

j 

1898-99 

— 

16,000 000 

16 000,000 

— 

— 

18 692 377 

18 692 377 

+2,692,377 j 

— 

1899-1900 

— 

17 000 000 

17 000,000 

" 1 

1 500,000 

17,067 022 

19,067,022 

+2,067,022 

— 

1900-01 

— 

16,140 000 

16 440,000 

- 1 

100 OOO 

13 200,277 

13,300,277 

i 

- 3 , 139,723 

i 

1901-02 

— 

16 500 000 

10,500,000 

1,939,093 

i - 

16,599,978 

18,539,071 

+2,039,071 

j 

1902-01 

- i 

16 500,000 

lb, 500,000 

263,000 

— 

[ 18,236,916 

18,499,946 

+1,999 94G 

— 

1903-04 

- 

17 000 000 

; 17 000 000 

2,200 000 

1 

| 21,659 301 

23,859 303 

+ 6,859,303 

' — 

190-1-05 

— 

16 500 000 

16 600 000 

700 396 


23,725 102 

24 425,559 

+ 7,925,558 

1 

1905-06 

1 ,33 1 000 

16 oOO 000 

17 833,000 

3,543 000 

1 3 13,333 

27,290,610 

32,160,973 

+ 14,333,973 

: 

1906-07 

- 

17 800 000 

17,800 000 

l| 

2,775,000 

1 30,192,196 

33,157,196 

+15,357 196 i 

— 

1907-08 

— 

18 100 000 

18 100 000 

526 324 

925 000 

! 

j 14,780 738 

16 232,0(»2 

- 1 867 938 

i — 

1908-09 

- 

18,500 000 

IS 500 000 

1 491 487 

1 

| 12,423,939 

13 915 426 

— 1,584,5 74 

| 8,058,000 

1909-10 

- 

16 200 000 

16 200 000 

8 090,000 

1 1 000 000 

j 18 006,586 

27 090,586 

+ 10,896 5SG 

1 

! 150,000 

1910-11 

1 

15 1500 000 

15 500 000 

600,000 

j 2 545 000 

! 21638 303 

26,781303 

+11,283,303 

1 — 

1911-12 

1 111300 

| 15 825,000 

17,158 300 

— 

1,988 333 

! 25,070,217 

27 058 550 

+9,900,250 

| — * 

1912-13 

— 

15 000000 

15,500,000 

— 

— 

! 25 759,706 

25,759 70b 

+ 10 259 706 



2 606,300 

332 065 000 

331731 300 

19 333,300 

12,166666 

Jl75 196 454 

407,016 420 

+72 285,120 ! 

I 

1 8,214,000 


* 0 o0b077i le * s 660,389/ for purchase bv Secrotarv of State of Bills on Fndian banks 

The figiucs m column 0 difiei fiom those m the Goneml Piuposcs columns of the Appendix to the 
Memorandum on Iiidt i Ofhce Balances foi the following reasons — 


1002-03 includes 2S5,000/ foi the putchase of sii\ ei 
lOOd-Ot includes 4,015,327/ foi the purchase of sihei 

1004- 05 includes 1,510,378/ foi the pm chase of silvei 

1005- 00 includes 8,118,041/ foi the pui chase of bihei 

1006- 07 includes 10,720,929/ foi the pui chase of sihei 
1907-0S includes 1,191,255/ foi the puichase of sihei 
19Q9-10 includes 156,000/ foi Bills sold m Indu 


Summary of Kdia Oifici Transaction, 1909-10 to 1913-14 
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(1) — Imports, Exports, and AnsourTioN oi British Goid Coin, from 1001-02 to 1912-13 
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.APPENDIX III 


Memorandum and Statements on thf Gold Standard Reserve, submitted 
by Mr L Abrahams, C B , Assistant Under Secretary of State foi India 


I 

General . 

1 The Gold Standard Reserve rvas established m aceoi dance ivith the 
following lecommendation of the Indian Currency Committee oi 1S98-99 — 
“ We also recommend that any piofit on the coinage of Rupees should 
not be ci edited to the xevenue 01 held as a portiou of the ordinal y 
balance of the Government of India, but should be kept m gold as 
a special reserve, entirely apart fiom the Paper Cuirency Reseive 
and the oidmaiy Tieasury balances ” 

The foim, location and amount of the leserve fiom 31st Mai eh 1901 to 
31st Maich 1913 aie shown m Statement A (page 97), and fuithei particulais 
regai ding the constitution of the poition held in England on the 
31st Maich 1913, and the net piofit lealised on investments up to that date, 
are given m Statement B (page 98) 

The chief questions lor consideration legal ding the Reserve appeal to be 
those relating to — 

(1 ) The purposes for which it should be used 
(2 ) The form in which it should be held 

(3 ) Its location, that is, whethei it should be held in England oi India 
(4 ) Its amount, that is, whethei it should be allowed to accumulate 
indefinitely and, if not, what limit should be placed on its 
accumulation 


II. 

Purposes for which the Reserve should be used 

2 The Report of the Committee of 1898-99 affords a general indication of 
then views as to the puipose for which they considered, oi would have 
considered if they had specially dealt with the point, that the Reserve 
should be used In paiagiaph 59 they say — 

“We legard it as the principal use ol a Gold Reserve that it should be 
fieely available foi foieign remittances whenevei the exchange falls 
below specie point [that is, presumably, gold exporting point], and the 
Government of India should make its gold available foi this purpose 
u hen necessary, undei such conditions as the cncumstances of the 
time may lender desnable Foi example, the Government of India 
might, if the exchange showed a tendency to fall below specie point, 
remit to England a portion of the gold which it may hold, a 
corresponding reduction being made m the drawings of the Secretary 
of State ” 

3 This remark indicates m very geneial terms the Committee’s % iew r of the 
pui poses to be served by any ieser\e held for the support. oi exchange But 
it was not made with special refeience to the Gold Standard Reseive, and I 
can sav from direct personal knowledge that the Committee did not consider 
what would be the best pioceduie ioi enabling the Gold Standard Resene 
to serve the purpose indicated m general teims in the passage quoted If 
any opinion had been expressed on that point in 1899, it would possibly 
have been of little value m 1913 

4 As a matter of fact there is, I beliei e, now a general consensus of 
opinion that the Reserve, so far as held to provide against a fall m 

F 4 


j 
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Exchange, sltould bo iw cl foi (wo pntpo-f-, natnelv, to supplement 
tempoiaiil) tlu i le-omces in London of tin Sen. tin of Slot' at tun— wlmi 
]ip is imiblo to ^‘11 Council Bill- oxu pt Ixlov >p< i n • spoiling point, nml 
to c pi \ p as i fund for enabling an idvei-e balanct of had* to lx lujuidattd 
without a fall in exthnngt Tin onh no i-mu on v hi* It it li i lx f it 
net u \ to use the Re-eru* foi the-c pnipo-e- wa in l r >b7 OR, win n it \ is 
used to the extent of 0 5 1,74'!/ foi the foi nit i puip-t and S n' t s 0 <hi? forth- 
latfot, the pioiedme in tlu latter < t-e l.-mg tint Util- dtav u in tlx 
emolument of India on the San tin of Stall uul pn ibh in bunion cure 
oflered foi sale In the (oneininent of Indt'i in > » h v * el fimn Jblh M m h 
to 10th September J f H)S, it the lived iate of L ->\j l pt r rupa iVtuahi 
of the s ties will he found in Statimont b(ptge 10 5) 

5 A portion of the lte-i n< , known i- the Indi m Brim h, s- h-ld m Indi t 
nsunlh in rupee- (v e Statene nt A, pace 07 ) and -ivt- 1 dtl7> rent putjo > fn.m 
the pot tion held for the support of Kv hinge *1 he hist'»n ot tie Indi m 
Branch and the reison foi it- e\i-tomt an di -u -d m <n umi \ 1 {> low 


III. 

The form in ulneh the /Amu -liau'il in hihl 

b It is deal th it so far ns the Re-t m i ti-< d to ptm id< to mi .t a f ill m 

E\ch ingt it nm-t he held in a * t< rhng form, th it i i it lu r in gold, us ' un- 

ties that nmv ensth lie old for -It lhng, in umm \ l**nt at bet notin uid 
repnv ihle m sterling or in lank depo-it- n pn d>k in t» iltin' 1 nen time 
to tune nil these methods line Imm n n <d \t j »t » - ni, is i, ill h< - < ,i fr>>m 

Statement \ {page 07\ tin poitimi of tin R—<r\« laid in Pnghml n*r *h- 

support of exch tnge i-putlv m at uutu <, pirtlv m mu»« \ pb, • d \* pet 
notice, nml paith ingold 1 hole m tlnttti-wt*< to hold tin R* -re* m th* - < 
foi ms, though 1 think that sonu i hang< > in dot ul might atl> in! ig. oti-h 
In, mack m the disti ihutmii M he ad\nntni'< of holding a peti»n of tie 
Resene in se< untie- uid on In m i- that , von allowing f>>r tin «!• p r < . intion of 
scum tie- th< profit i- vet \ huge it w ill he -> e» from it-un m B p tg, Ms* th >t 
up to the 51-t Mari h I'll, 5 the tot d inti re-t tneipt ainounti >t to I J1 V»R 
and the lo— on the -ale of -et unties and on th" th pn i ition of thus* still h 'Id 
wa- 1,121 , Jl**)/ , so that tlu mt piolit was 2,)<y>,t.J5/ It will, of ton /, he 
geuei ilh agieed that the piofit would he bought too de ir if tin - nuitu- 
could not lie nadih n ili-al when retjuirul State m< nt B -hows that thi 
dangi r m this rispiet is not Feritm- Of tlu lo r * l‘i (.(.0/ , "how u i- tin 
in u let value of the -et untie- held on the .51st Man h I'll 5, 10 MV), Ml R w i 
in the lotm of set unties duo foi tarlv laleniptmn it a ti\* iilite, wh*h 
1 ,15b, 1 bof t on-t-ted of -ei untu- whit It the limiowing Government is < ithfr 
not undei ohlig ition toiepn oi isfoicpn tmlv at a < omp it itiu h ih-tant 
date and which theiefon , i mild lu iialtscd oiilv l>\ rile in the mallet or 
to -ome othei Oov eminent department such as the Cotmut— muer- foi tin 
Reduction of the Notional Debt I on of opinion that the ninoiiut of 
sec unties of this latter t la— should be ledtucd ns occasion ofier- though m 
view of the luge amount of the othei ic-oui<e- it the dispo-tl of the 
Seuetirv of Mali for the support of exchange I think tint tin- chuige 

» Sinn 51 -t xIiik I. l'ii? ti,i,(,on might lie made veiv gnduillv ' In 
(nominal) Con-ols Inn. In. on -nlil, nt im till- l oluil'C tion 1 11111V thaw itteiltloll to 
ivcnujt |)ikl -tiglith i \(< filing 7 r ,’ fm Statement C, -howiug that the 1 nt 

tiOO.OOOf amt tin, iironnis hm tion ,,,,,, l, „ _r ° , i e , 

uo.stul ... sl.o.t flatoi HU... 1 KS pu cha-e of st cunlics not due fm , uh 

ledemption wa- in 110'bin when on 
25t.h Alaj 1100, 500,000/ Consols were bought (sir page 100) 

7 The existing oi tiers u lating )o the hum in which the pm turn of the 
Gold Stamlnid Reseive held in I omlon is to he kept, aie contained m the 
Secietai) of State’s DcspUch to the Government of India No 71. (Financial) 
dated the 2Sth June 1912, which is punted m the collection of piper- tint 
I am handing in (see page 201) Ii will he seen that, fiom the date of that 
Despatch, profits on coinage and interest on nrv estments w hit'll become av ulal.le 
for the English poition of the Resoivo aie to be held m gold until tlie amount 
so held reaches 5,000,0001 I am of opinion that if, w hen this amount lias been 
reached, it is possible to find suitable -hoi t-dated securities, such asTieasun 
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Bills and Exchequei bonds, m wlnob to invest future receipts (including the 
proceeds of any peimanent securities that may be realised), it will be an 
excess of caution to hold in gold more than 5,000,0001 , more especially if, as 
1 hope will be the case, the piesent piaetice of holding a poition of the Paper 
Curiency Reserve m gold m England is continued If, as is possible, the 
supply of short-dated secunties is so reduced that they cannot be obtained 
m sufficient amount foi the purposes of the Reseive, then I think that it 
will be better to mciease the holding of gold and of loans against security 
than the holding of Consols or other permanent stocks 


IV 


Location of the Resei ve 

8 It is stated m Section II aboi e that the two purposes for w Inch the 
Reserv e, so far as held for the support of exchange, should be used are the 
payment of a portion of the Secietaiy of State’s disbursements, and the 
liquidation of the tiade balances due by India to othei countries Payments 
of the foimei class must obviously be made in London, and payments of the 
latter class aie regulaily made m, oi through, London It would, therefore, 
seem that theie is puma facie an o\ei whelming balance of advantage m 
holding in London the part of the leseive now undei consideiation This 
course has been followed since the leserve was established 

9 It should be mentioned, however, that a Resolution proposed by Sir 
Y D Thackeisey in the Legislative Council m Calcutta on 22nd March 
1912, in favour ol holding a substantial pait of the Reserve m gold m India, 
received consumable suppoit It seems desnablo to mention some of the 
consideiations against this change 

A It is obvious that such poition of the Reseive as might be held m a 
sterling fonn in India, could scaicely be held eithei in secunties or m loans 
oi deposits repayable in sterling It would therefore beheld m gold Since 
India is to a \eiy small extent a gold producing countiy, the gi eater part, if 
not the v hole, of any gold held in India in the Reserve would be imported, 
and Mould, in all piobability, leach India eitliei fiom England or fiom 
Austialia Theie would olmously be some disadvantage in an anangement 
necessitating the expense of sending fiom England to India gold which is 
intended ex hypothesi to be used only for the purpose of being le-exjiorted 
from India to England The same consideiation would apply to gold nnpoited 
fiom Australia, because the cost of fieight and insurance on gold from Australia 
to India is, I believe, piecisely the same as fiom Austialia to England and 
fiom India to England, so that, if gold intended foi the Reseive weie sent 
in the first instance from Australia to India, letamed m India foi a time, 
and then sent to England, the fi eight and insurance chaiges would be paid 
twice instead of once 

B The holding in gold m India of any consideiable part of what is now 
held m securities in England would obviously cause a serious loss of interest 

C When the moment arrived for using in London gold held m India, a 
delay of about three weeks would occur while it w as being shipped to London 
In critical tunes this might be a considerable disachantage 

I) Far more important than the consideiations mentioned, is the uncer- 
tainty as to the extent to which gold held m the Reserve in India wmuld 
really be used for the suppoit of exchange Piesumably such gold, so far as 
not shipped to the Secretary of State to be used towaids meeting the geneial 
disbursements oi the India Office, would be issued to the public m exchange 
for rupees m the hope that it would be exported to liquidate the balance of 
trade indebtedness It may be said with confidence that, m the absence of 
special regulations (a matter on wdiich something is said on the next page), 
muon of the amount issued would certainly be used for quite other 
puiposes The evidence in support of this statement is partly of a general 
natuie, and partly derived from the actual couise of events m 1907-08, 

* The amounts Bhown m Column 6 of Statement A on page 97 repiesent piofits on coinage 
tempoianly held in gold in India pending lemittance to England for investment 
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the one penod since the establishment of the reserve when special measures 
loi the suppoit of exchange has been necessaiy 

[a) Idle evidence ol a geneial natuie is as follows Since the piactice oi 
issuing gold to the public in exchange for Rupees was instituted, the i ate at 
which issues have been made has been 11 =Rs 15, oi Is 4 d per Rupee, and 
it is cleai foi icasons which I can give, if necessaiy, that, if soveieigns aio to 
be issued at a time of an unfavmuable tiade balance foi the pm pose of 
pi eventing exchange iiom falling below gold expoitmg point, tiie late at 
w Inch they aie to be issued must not be moie unfavouiable to the lecipient 
than this established late At such a time the puce m India of sovereigns 
otliei than those issued fi oni Government leseives would be nppieciably ill 
excess of Rs 1-5 each, the pi u e conesponding 1o an exchange i ate of Is 
pel Rupee being Rs 1 5, annas 11, pei sovcieign It would, theicfoie, be 
pi ofi table to injonc m Tndia wlio’desned soveuigns foi use in India, to get 
them from Government tieasunes lathei than liom am otliei somee, and it 
may be taken as ceitam that, in the absence oi special lestuctive legulations, 
the w'holc internal demand would be met bj chawing on Government 
tieasunes and leseives, so that, up to the limit of that demand, sovereigns 
issued fiom the Gold Standaid Reserve would pass into use m India for 
cnculation, melting, oi lioaidmg, instead of being expoited to pay foieign 
obligations 

(i b ) The evidence domed fiom the comse of events m 3 907— OS vv ill be 
found m Statement 1) in the columns headed “ Diminution ol Government 
Stock of Gold in India ” and “ Expoits ol Soveieigns and otliei British Gold 
Coins fiom India on pnvatc account” (page 1 0*5) It will be seen that the 
soveieigns held in Government tieasunes and leseives in India decreased 
between Septembei 1007 and Decembei 1908 bv 4, JO 1,0007 of which 215,0007 
lepreseuted light coin sent by the Government of India to the Secietaiy of 
State, and the icmaindei (1,179,0007 ) issues to the public in India The expoit 
on pnvate account dining the same period amounted to 210,9127 tint is to 
say, 6 per cent of the total amount issued bv the Government to the public 
in India dining this adveise period was expoited and so seived the pi unary 
puipose foi which, m the opinion of the Fovvlei Committee, leseives should 
lie held, vv lnle 94 pei cent w as used for otliei purposes 


10 It might pei haps be possible, if the sterling part of the Gold Standaid 
Reserve w r eie held in gold in India, to mtiodnce lestnctive legislations for 
the piupose of securing that auy soveieigns issued tlieiefiom at a time of 
weak exchange should be expoited foi the piupose of meeting trade 
indebtedness and foi no othei piupose The flaming and enfoicmg of such 
legulations would possibly he a mattei oi considerable difficulty Tlieie 
would always be a usk of evasion, and I think that such a risk should not 
be undei taken m view of the enoimous sacnfices that India has made, and 
is making, m older to build up its leseive foi the maintenance of exchange 
I believe that the extent of these sacniices is sometimes vpiy impei fectly 
realised, and it seems woith while to give the following bnei paiticulais to 
lllustiate then magnitude Uudei existing ouleis, as shown below, the 
steiling pait of the Gold Standaid Reseive is to accumulate to not less than 
25,000,0007 This lepiesents monev which, if not put by foi the 
maintenance of exchange, would piesumably lie used foi capital expenditure 
on lailways oi nngation vvoiks What could be done ioi such a sum is 
shown by the fact that 25,000,0007 lepiesents appioximately the total cost 
up to the 31st Alai ch 1912 of the Bengal-Nagpm Railway, which pioduced a 
net levenue m 1911-12 of L, 104, 0007 , is about 2,000 miles long, and has 
been, I believe, of incalculable value in uici easing the piospenty and the 
seeunty against famine of the vast aiea that it selves Expiessed m teims 
of ii ligation woiks, 25,000,0007 lepiesents 70 pei cent of the capital cost oi 
the whole of the Maioi Imgation Works m India up to the 31st March 1912 
which pioduced a levenue m 1911-12 of moie than 2,500,0007 , and of the 
economic and pioductive value oi which il is scaicely necessaiy to sav 
anything Ihe appiopnation foi the maintenance of exchange, of a sum 
lepiesentmg so vast a potentiality of financial, economic, and piotective 


* I omit as insignificant tin s lie m Septembu 1009 ol Bills on Loudon foi lo6 0001 
the conditions mentioned it tlie end of Section II 


undei 
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advantage to India is piobably not excessive, but it is clear that, when 
so great a fund is being set aside m oidei to secure a particular ’result 
it would be unwise to incur the risk of any substantial portion of its bem^ 
used for otliei purposes, such as to enable hoarders or makers of ^old 
ornaments to buy gold at a few pence less pei ounce than they would have 
to pay if they could not get it from the Gold Standaid Reserve 


V. 

Amount of the Reserve 

11 The question of the amount up to which the London Branch of the 
Reseive should be allowed to accumulate has been discussed at vanous times 
m the last nine years Some of the opinions expressed by lesponsible 
authonties are mentioned m Lord Mor ley’s Financial Despatch No 82 of 
2nd July 1909, which is included m the collection of papeis that I am 
handing m (see page 175) The present position is, that the whole piofits on 
coinage and interest on investments have been added to the London Blanch 
of the Reseive with the exception of 

'(1) about 1,000,0001 used for capital expenditure on lailways m 1907-08, 
m accoi dance with the recommendation made m that year by a 
Committee on railway administration and finance, whose intei ini 
leport is included m the collection of papers that I hand m, and 

(2) the amount held m rupees in India under the arrangement described 
m Section VI below 

12 In Ins Despatch No 76 of 28th June 1912 (page 201), the Secietary of 
State decided that future profits on coinage and interest on investments 
becoming available for addition to the London Blanch of the Reseive shall be 
added thereto m full, and no part used for any other puipose, such as capita] 
expenditure on l ail ways, until the London Branch shall have reached 
25,000,0001 

13 It would be possible to collect arguments fiom vanous souices regaidmg 
the sufficiency oi the figure mentioned, but I think that the best guidance can 
be obtained from the expenence of 1907-08 The exceptional severity of 
the adveise conditions of that period is set forth in Loid Moiley’s Despatch 
No 82 of 2nd Jul) 1909 and its enclosure (page 201), which summanses the 
figures lelatmg to the foieign tiade of India fiom 1st November to 31st Octobei 
in each yeai fiom 1896-97 to 1907-08, and shows that, although the period 
included two severe famines, the only year m which theie was an adveise 
balance of tiade was 1907-08 The statistics of this penod thus illustrate 
the effects of as severe a penod of adversity as it is leasouable to anticipate, 
and the best method of deciding the amount up to which the steiling pait of 
the Gold Standaid Reserve should he allowed to accumulate before a poition 
of future receipts fiom piofits of coinage is used for other purposes, such as 
capital expendituie on l ail ways and lingatiQn woiks, seems to be — 

(1 ) To calculate the exceptional demands made m 1907-08 on the 

> lesouices available for the support of exchange 

(2) To base the decision as to the fiuther accumulation of the Reseive 

on the view that it, together with the other resources available 
.. for the support of exchange, should exceed by a liberal maigm 

the amount of the exceptional demands calculated undei (1 ) 

In making a calculation of the kind suggested in (1) it will be convenient 
to deal sepai ately with tiansactious m England and India respectively 

14 As legal ds tiansactious m England I submit m Statement E (page 101) 
particulars oi all cash leceipts and disbursements of the India Office foi each 
month from IstSeptembei 1907 (which is eeitamly the eaihest date at winch 
the adverse penod can be said to have begun, since m the pievious month 
Council Bills had been sold for a large amount and the stock of gold held by 
the Government of India had been raci easing) to the 31st Decembei 190S, 
winch may be taken as the end of the adverse period, since from that time 
Counoil Bills were again sold steadily, and no further measures were taken 
for the suppoit of exchange 
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the one penod since the establishment of the reserve when special measures 
loi the support of exchange has been necessaiy - 

[а) The evidence oi a geneial natuie is as follow s Since the piactice of 
issuing gold to the public in exchange for Rupees was instituted, the late at 
which issues bine been made has heen 11 =Rs 15, 01 Is 4 d per Rupee, and 
it is cleai foi icasons which I can give, il necessaiy, that, if soveieigns aie to 
be issued at a tune of an unfavourable tiade balance foi the purpose of 
pieventing exchange fiom falling below gold expoitmg point, the late at 
which they aie to be issued must not be moie unfavourable to the recipient 
than this established late At such a time the pi ice m India of sovereigns 
othei than those issued fiom Government leseives would be appieciably in 
excess of Rs 1 5 each, the pi u e coi lespondmg to an exchange rate of 1 s 3*. hi 
pei Rupee being Rs 13, muas 11, pei soveieign It would, tlieiefoie, be 
piofitable to anyone in India who clesncd soveieigns foi use in India, to get 
them fiom Government treasiu ies lathe) than lrom any othei souice, and it 
may be taken as ccitaui that, in the absence of special restrictive legulations, 
the whole internal demand would be met by di awing on Government 
tieasunes and xesenes, so that, up to the limit of that demand, soveieigns 
issued fiom the Gold Slandaul Reserve would pass into use in India for 
cn culation, melting, oi hoarding, instead of being expoited to pay foieign 
obligations 

(б) The evidence domed Jiom the comse oi events m 1 907-0S w ill he 
found in Statement D in the < olumns headed “Diminution of Government 
Stock of Gold m India” and “ Evpoits of Soveieigns and othei British Gold 
Coins fiom India on private account ” (.page 101) It will be seen that the 
soveieigns held in Government tieasunes and leseives in India decieased 
between Septembei 1007 and Decembei 1908 br 4,391,0001 of which 215,000? 
lepiesented light coin sent by the Government of India to the Secretary of 
State, and the icmamder (1,179,000? ) issues to the public m India The export 
ou pnvate account dui mg the same period amounted to 219,912? tint is to 
say, 6 per cent ol the total amount issued In the Government to tire public 
in India during this adveise peuod was exported aucl so solved the piimnry 
pui pose foi which, m the opinion of the Fovvlei Committee, leseives should 
be held, virile 94 per cent was used foi other pui poses 

1 0 It might perhaps he possible, if the sterling pni t of the Gold Standai d 
Reserve weie held m gold m India, to introduce restrictive legulations for 
the purpose of securing that any soveieigns issued theiefiom at a time of 
weak exchange should he expoited for the puipose of meeting trade 
indebtedness and foi no othei puipose The flaming and enforcing of such 
legulations would possibly he a matter of considerable difficulty Theie 
would, always be a nsk of evasion, and I think that such a risk should not 
be uudei taken m view" of the enormous sacufices that India has made, and 
is making, in oidei to build up its i csei ve for the maintenance of exchange 
I believe that the extent of these saenfrees is sometimes veiy imperfectly 
leahsed, and it seems woith while to give the following bnef paiticulais to 
illustiate then magnitude Uudei existing oidei s, as shown below, the 
sterling pait of the Gold Standard Reseive is to accumulate to not less than 
25,000,000? This lepiesents money which, if not put by foi the 
maintenance of exchange, would presumably be used foi capital expenditure 
on i ail ways oi irrigation woiks What could be done ioi such a sum is 
shown by the fact that 25,000,000? represents approximately the total cost 
up to the 31st Mai ch 1912 of the Bengal-Kagpui Railway, which pioduced a 
net revenue m 1911-12 oi 1,104,000? , is about 2,600 miles long, and has 
been, I believe, of incalculable value in mci easing the prosperity and the 
seermty against famine of the vast aiea that it serves Expressed in tenns 
of il ngation woiks, 25,000,000? lepiesents 70 pei cent of the capital cost oi 
the whole of the Mayoi li ligation Woiks m India np to the 31st March 1912 
which produced a lev enue m 1911-12 of more than 2,500,000? , and of the 
economic ancl productive value oi which it is scalcelv necessaiv to sav 
anything The appiopi nation foi the maintenance of exchange, of a sum 
representing so vast a potentiality of financial, economic, and piotective 

„ * 1 “mt v, nKif.miic.ia liable m Septemba 1009 of BillTon LoadoTfmKtf 000/ und« 
the conditions mentioned at the end of Section II 
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advantage to India is piobably not excessive, but it is clear that, when 
so great a fund is being set aside in oidei to secuie a particular result, 
it would be unwise to incur the risk of any substantial portion of its bom" 
used for other purposes, such as to enable hoarders or makers of gold 
ornaments to buy gold at a few pence less pei ounce than they would ha\ e 
to pay if they could not get it fioin the Gold Standard Reserve 


V. 

Amount of the Reserve 

11 The question of the amount up to which the London Branch of the 
Reseive should be allowed to accumulate has been discussed at various times 
in the last nine years Some of the opinions expiessed by lesponsible 
authonties aie mentioned in Lord Morley’s .Financial Despatch No 82 of 
2nd July 1909, which is included m the collection of papeis that I am 
handing m (see page 175) The present position is, that the whole piofits on 
coiuage and interest on investments have been added to the London Blanch 
of the Reseive with the exception of 

(1) about 1,000,000Z used for capital expenditure on lailways m 1907-08, 

m accoi dance with the recommendation made in that year by a 
Committee on lailway admimstiation and finance, whose interim 
leport is included m the collection of papers that I hand m, and 

(2) the amount held m rupees m India under the arrangement described 

m Section YI below 

12 In his Despatch No 76 of 28th June 1912 (page 201), the Secietary of 
State decided that future profits on coinage and interest on investments 
becoming available for addition to the London Branch of the Reseive shall be 
added thereto m full, and no part used for any other purpose, such as capital 
expenditure on railways, until the London Branch shall have reached 
25,000,0001 

13 It w ould be possible to collect arguments fiom various souices legal dmg 
the sufficiency of the figure mentioned, but I think that the best guidance can 
be obtained from the expenence of 1907-08 The exceptional severity of 
the adveise conditions of that period is set forth in Loid Moiley’s Despatch 
No 82 of 2nd July 1909 and its enclosure fpage 201), which summaiises the 
figures lelating to the foieign tiade of India from 1st November to 31st October 
m each yeai fiom 1896-97 to 1907-08, and show's that, although the period 
included two severe famines, the only year m which theie w r as an adveise 
balance of tiade was 1907-08 The statistics of this penod thus lllustiate 
the effects of as severe a period of adversity as it is reasonable to anticipate, 
and the best method of deciding the amount up to which the sterling pait of 
the Gold Standard Reseive should be allowed to accumulate befoie a poition 
of future leceipts fiom piofits of coinage is used for othei purposes, such as 
capital expenditure on laibvays and nrigation w-orks, seems to be — 

(1 ) To calculate the exceptional demands made m 1907-08 on the 

lesouices available for the support of exchange 

(2 ) To base the decision as to the fuither accumulation of the Reseive 

on the view that it, together with the other resouices available 
for the suppoit of exchange, should exceed by a hbeial margin 
the amount of the exceptional demands calculated undei (1 ) 

In making a calculation of the kind suggested m (1) it w ill be convenient 
to deal separately with transactions m England and India respectively 

14 As legaids transactions m England I submit in Statement E (page 104) 
particulars of all cash leceipts and disbursements of the India Office for each 
month from IstSeptembei 1907 (which is certainly the eailiest date at which 
the adverse period can be said to have begun, since in the previous month 
Council Bills had been sold for a large amount and the stock of gold held by 
the Government of India had been mci easing) to the 31st Decembei 1908, 
which may be taken as the end of the adverse period, since from that time 
Council Bills were again sold steadily, and no further measures were taken 
for the suppoit of exchange 
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15 The significance of the rather copious paiticulars m Statement E is 
hiought out m the following summary 

India Omcc Cash Transactions, 1st September 1907 to 31st December 1908 
(Summary of Statement E , page 104) 


GOLD STANDARD RESERVE 


Opening Casb balance (apart from 
securities) - 

Cash Receipts £ 

Di\ idends and remit 

tances from India - 954,855 

Securities sold 01 repaid 

on matuntj 10 822,051 


£ 

3S.406 


11,776,906 


Invested 

Payments to meet bills di an n bj the 
Government of India on Secretai) of 
of State, and sold to bmheis, mcr 
chants, Ac , in India 
Temporanlj tmnsfened to gencial 
India Office balance for meeting 
Societal} of State’s icquirements 
(See “ Otlioi Transactions ” below ) - 
Closing Cnsli balance [The market 
■value of the steilmg securities at 
this date ms 5,104,0782 ] 


f 

2,823,563 


8,058,000 

933,749 


Total - 11,815,312 


Total - - 11,815,312 


OTHER TRANSACTIONS 


Opening balance 

Railw a} s Pi oceeds of railw ay loans 
General put poses £ 

Receipts fiom sale of 
Council Bills and 

Transfers and Miscel 
laneous 15,026,532 

Gold withdiavn fiom 

Papei Cuiienc} Re 
set ve - 4,530,000 

Pi oceeds of India Bills 

issued for geneial piu 
poses - 1,500,000 


£ 

5,146,111 

13,595,597 


Total 


24,056,532 

42,798,240 


Railm}s Pa}mcnts on Capital Ac 
count, including dischnige of lailwa} 
loans .... 

Puiclnso of silier - 
General Pui poses Payments (less 

939,7492 met by temponi} tiansfei 
from Gold Stnndnul Rescue, ns 
show n nbo\ c) - 

Closing bal ince 


Total 


12,396,194 

1,523,501 


23,656,241 

5,222,304 


42,798,240 


16 The uppei paitof the summai} shows that the Gold Slandaul Reserve 
was diawn upon to the extent of 8,050,0007 to meet bills sold m India towards 
enabbng the unfavourable trade balance to be liquidated, and 933,7497 
towards meeting the Secretary of State’s requirements oi 8,991,749 m all 

17 Regardrng the exact amount of the exceptional demands included m the 
transactions shown m the lowei pait of the summai y (“ Other Transactions,”) 
there is loom for difference of opinion, but not to any very important 
extent The collect figuie appears to me to be 8,629,7097 , being the excess 
of the expenditure of 23,656,2417 for Geneial Pui poses over the receipts of 
15,026,5327 received foi such piuposes Rom nonnal sources, and it mil be 
noticed that the abnormal receipts fiom which this excess was met, namely 

4.530.0007 mthchawn m gold from the Papei Cunency Reserve, and 

4.500.0007 leceived thiough the issue of India Bills, eonesponds fairly 
closely to this amount, the diffeieuce being due to the fact that the amounts 
piovided iioin these two souices proved to be slightly m excess of require- 
ments as indicated by the comparatively laige anount of the closing balance 
I exclude fiom nry calculations of “ exceptional demands ” the following 
sums shown in the summai y — 

A 1,199,4037 , lepiesentmg the excess of the pioceeds of lailway loans 
over payments for iailwa\s on capital account The reason foi this exclusion 
is that, as explained m my Memoiandum on “The Geneial Balances of 
the Government of India on the Sale of Council Bills and Transfers ” the 
raising m England of railway loans in excess of the capital expenditure m 
England on railways in years m which theie aie no laige balances to diaw 
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upon, is necessitated by tlie fact that the loans imsed m India and other 
resources in India specially allocated for capital expendituie, ordinarily fall 
shoit of the capital outlay m India 

B 1,523,501Z paid for silver bought before the prospect of an adverse 
tiade balance showed itself If I give evidence as to the way in which the 
pui chase of silvei is regulated, 1 shall be able to show that the purchases 
which involved this payment wei e m excess of requirements, would not 
have been made if the system now m foice of regulating pui chases in 
accordance with the India Office Memoiandum (page 1S8) enclosed in Loid 
Moi ley’s Despatch No 25 of 1 Stli Febi uary J 910 had been m foice m 1907, and 
would not be made on any futuie occasion on which the conditions existing 
m 1907 were lepioduced 

IS I theiefoie calculate that the exceptional demands that had to be met 
in the sixteen months fiom Septembei 1907 to December 1908 in consequence 
of the unfavourable state of exchange w r eie as follows — 

£ 

From Gold Standaid Reset ve (to meet Bills and to 

strengthen Tieasuiy Balances) - - 8,991,749 

Excess of payments foi geneial purposes over 
nonnal receipts available foi such pui poses (as 
shown under “ Other Transactions ”) - 8,629,709 


Total - 17,621,458 


19 Assuming that the strain expei lenced m the penod mentioned is as 
great, oi neailv as gieat, as it is reasonable to piovide foi, it would appear that 
even if the London Bianch of the Gold Standaid Reseiveweie the onh 
resouice at the disposal of the Secietary of State m England foi meeting 
a fall in exchange, the present regulations which piovide that it shall 
accumulate up to 25,000,000Z , and which contemplate that theieaftei a 
poition of the profits of futuie coinage may be diveited to other pm poses 
(leaung a poition to be added to the Reseive, togethei with the accnung 
interest, to piovide foi the growth of possible requirements), do not en on 
the side of lashness As a matter of fact theie appeals to be no icason, 
unless a change of policy is made with legal d to the Papei Cuuency Reseive, 
foi not assuming that tlieie will also be available at the commencement of 
any future period of adverse exchange, several millions m gold in the Papei 
Cunency Reseive m England leady to be used, like the 4,530,000Z mentioned 
m the summary on the preceding page as having been so used m 1907-08, 
to supplement the Gold Standard Reseive 

20 Dp to this point I have dealt onlv w r itk the extent to rvhich the exceptional 
demands foi the suppoit of exchange between Septembei 1907 andDecembei 
1908 aiose and w r ere met in England It might be held that the diminution 
during this penod of the stock of gold held bj the Government of India m 
India, as shown m Statement D (page 103) repiesents exceptional demands foi 
the same purpose that aiose and rvei e met in India Foi the leasons given 
in paiagraph 4 (6) above, I think that this view is substantially incorrect 
It seems cleai iiom the figuies leiened to m that paragraph and given in 
detail in the penultimate column of Statement D that in 1907-0S the gold 
held in India was of little, if any, immediate use ioi tlie support of exchange 
and that practically the whole of the exceptional demands foi the support 
of exchange were met m England and weie lepiesented by the figme o± 
17,621,458Z given abo\e Any difference of opinion on this point does not 
appeal to affect materially the argument legal drug the amount lequned foi 
the Gold Standard Resei ve m England Thei e is no l eason to doubt that 
at the commencement of any futuie exchange cusis, a ceitam stock of gold 
will be held by the Government of India in the Papei Currency Resei \ e 
m India, as was the case m 1907-S, and will seive to the same extent (it 
any) as the gold then held to meet demands arising in India foi the support 
of exchange If this is so, the calculation m suppoit of the aiguinent that 
25,000,00t)Z is enough to meet demands for the same purpose ansing m 
England is unaffected 
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21 Eveu if tlie Commission docs not accept the particulai calculation above 
as to the amount to which the London Blanch of the Gold Standaid Reseive 
should be allowed to accumulate befoic piofits on fmtliei coinage are used 
foi capital expenditure, they may peihaps accept the new that some limit 
should be fixed, and that when that limit has been leached a poition of future 
piofits should be used foi the puipose mentioned Failing this, theie mil be 
a dangei that money ui gently lequned for the development of India and 
foi its security against lamine, \\ ill be uneconoimcally employed by being 
added unnecessanly to the Gold Standard Reserve 

VI 

Indian Bi anch of the Fcsci ve 

22 Statement A (page 97) slums that since 1900 a poition of the Gold 
Standard Reseive (now known as the Indian Bi ancli of the Reseive) has been 
held in India m silver The iccognised normal amount to be so held is six 
cioies of mpees (4,000,U0UZ )> though for special reasons this liguie has often 
been depai ted iiom Foi the fust few months the amount so held was m 
partially coined mpees Loid Moilev’s Despatch of 16th November 190b, 
No 135, page 140, sanctioned a pioposal of the Goveininent of India that it 
should be held in mpees Undei an auaugement pioposed in puagiaphS 
of the Lettei fiom the Government ol India, No 18, of 29th Febinaiv 1912, 
page 195, and accepted In the Secretaiy of State in Ins Despatch, No 7b 
(Financial), of 28th lunc 1912, page 201, a poition ot the Indian blanch 
ol the Reserve mil occasionally be held ioi a fen months m the yeai m 
gold m India The leason foi the establishment of the Indian Blanch mis 
that m 1900 the Go\ eminent of India (see then Lettei ol 2bth Apnl 1900, 
Appendix V , page 137,) mslied to mciease then holding of mpees and 
of silvei leadv foi coinage, and thought that the cost could lie met 
advantageoush , and without piepuhce to the futuie maintenance of exchange, 
honi money that would otherwise ham gone to the steiling In anch ot the 
Gold Standaid Resell e Then pioposal to this effect was approved by the 
Secietaiy ot State The ad-vantage of what was done in 1900 aiose fiom the 
fact that, if the additional silver then lequned had'not been bought fiom 
the lesomces ol the Gold Standaid Reseive, only a small pa it ot its cost 
could have beeu met fiom the balances of the Secietaiy of State and the 
Government of India, and it would theiefoie have been necessary to 
pay a consideiable poition iiom the gold held m the Papei Cuneney 
Reseive This wxas thought undesnable at the time, because the stock 
of gold m tlie Papei Cuneney Reseive was comparatively low, and it 
seemed moie adi antageom to amid reducing it than to secuie a cones- 
pondmg increase in the secunties of the Gold Standaid Resene The 
force of this consideration has now passed away, owing to the gieat 
increase m the cn dilation of cuuency notes and m the amount of gold that 
can be, and is, held m the Papei Cm nmey Reseive , and, if theie weie no 
othei consideration affecting the mattei, theie would be much to be said foi 
the new that the light couise would now he to tiansfei to the Paper 
Cuneney Reseive all the mpees held m the Gold Standaid Reseive against 
a cojiesponchng transfer of soveieigns m the othei direction 

23 Theie aie, hov r evei, two othei points to he home m mind — 

(a ) In a Lettei of the 29th Febmaiy 1912, page 195, Appendix V , 
the Government of Lidia make the following lemaiks — “ Otu Gold 
“ Standaid Reserve silvei is a bulwark against hasty coming It 
“ supplements oui general stock of rupees ivhen the lattei is running low, 
“ gives us time to buy siher at disci etion, oi if the stnngencv is 
“ tern poi ary, it enables us to cairy tluough without Lesh coming until 
“the return of lupees Lom cnculation lecommences ” 1 think that the 

effect of these lemaiks is mainly that, if the standaid of the amount of rupees 
to he held in the Papei Currency Reseive is latliei too low, the piesence of 
rupees m the Indiau blanch of the Gold Standaid Reserve supplements the 
deficiency But it would seem that the deficiency could be i emov ed with 
greater chiectness and simplicity and less liability to misundei standing by 
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raising the standard of lupees to he held m the Paper Cimency Reserve 
On this view, this particulai justification for the existence of the Indian 
blanch of the Gold Standard Reserve would not have very great force 

(b) Theie is a wholly difteient justification, which seems to have great 
foice I feai that its explanation must be a little intricate From 
time to time tlieie is a tiadc demand for Council Bills and Tiansfers 
consideiably m excess of what the Government of India can meet from their 
Treasury balances The usual method of dealing with such a demand is 
as follows — 

(1 ) The Secietaiy of State responds to it by selling Bills and Transfeis , 
as indeed he is hound to do, nndei the Notification issued by 
Ml Bioduclc in 1904, when the demand is foi Bills at Is 4£fZ the 
rupee 

(2) Except m cncumstances such as aie descubed immediately below, 
he tiansfers the pioeeeds of his sales m soveieigns to the portion 
of the Papei Cmiency Reserve held m England (oi, in money 
maiket language, “earmailcs” soveieigns), and thus enables the 
Government of India to place themselves in funds loi meeting the 
Bills and Tiansfeis either by the issue of additional notes against 
the “ eaimaiked ” gold oi by the withdrawal of a conespondmg 
amount m lupees fiom the poition of the Papei Curiency Reserve 
held m India 


* HitliPito nipeeb hue been taken fiom 
the Indian Blanch as a loan, hut the 
impioicd pioceduie descubed m the text 
has now been agiecd to by tlie Societal \ 
of State and the Goieinmcnt of India 
(Gee Loid Crewe's Despatch, No 13 (Fman 
ciil), dated 21th Januaiy 1913, page 206 ) 


24 Indian mteiests would be liable to he injured if tins pioceduie weie 
followed, eithei at a time when the Secietaiy ol State has m hand an 
opeiation (such as the issue of a loan or the lenewal of a laige block of 
debentme bonds) of which the success might lie jnejudiced by sudden 
stimgency m the London monev maiket oi at a time when stungency 
aheady exists and an mciease of it is lilceh to lead on tiade generally’, 
including Indian tiade And this liability to injury would not he avoided, 
as might at fust seem possible, if the Secietaiy of State had lecouise to the 
simple expedient of refusing to sell Bills and Tiansfeis, since such action 
would piobably lead to laige shipments of gold by the Exchange Banks 
fiom England to India, with an effect on the mone\ maiket similai to that 
pioduced by “ earmaikiug ” 

25 In cncumstances such as these, Bills and Tiansfeis sold by the Secietaiy 

of State aie met by the Government 
of India fiom the lupees m the 
Indian Branch of the Gold Standaid 
Reseive, the sale pioeeeds aie tem- 
poral ih added by the Secietaiy of 
State to the London Branch , and 
distuibance of the London money 

maiket is avoided This seems to be an extiemely useful puipose seived by 
the Indian Blanch , so useful, indeed, as to justifv the continued maintenance 
of the Indian Branch, unless an alternative method of secuimg the same 
object is introduced 

26 The one alternative method that has been suggested is to amend the 
Indian Paper Cuirency Act so as to allow the Secietaiy of State to make 
tempoiaiy additions to the Loudon portion of the Papei Cuirency Reserve 
by other means than the “ eai marking ” oi gold, c g , by adding steibng 
securities or by allocating to the Reserve deposits at the Bank of England 
or loans granted undei suitable conditions to fust-class bouoweis against 
British or Indian Government secmities This scheme has some obvious 
advantages , its disadvantages aie that — 

The pui chase at shoit notice of large quantities of secmities suitable to 
be held loi a lew w eeks or months and then sold v ould seldom be 
easy and might at times be nnpiacticable 

The tempoiaiy’' holding, as part oi the Reseive, of Bank of England 
deposits or loans on security, while open to no substantial objection — 
since scarcely any safer foim of reserve can be found — might be 
regarded on account of its novelty’ with susjucion as a form of 
“juggling with the Reserve” This objection -would certainly he 
diminished, perhaps removed, if the scheme ivere recommended 
by so authoritative a body as the present Royal Commission 
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27 As it is possible that the Commission may lecommend, and His Majesty’s 
Government may appiove, the abolition of the Indian Branch of the Gold 
Standaid Reserve, it may be well to say something of the steps by which 
this measiue could be earned out 

28 The fust step would natui ally betoti.msfei simultaneously (1) all the 
rupees now in the Gold Standard Reseive to the Papei Cunency Resei ve, 
and (2) an equivalent amount m so\eieigns fiom the Paper Ouirency 
Resene to the Gold Standaid Reseive It would be necessaiy to decide at 
the same time what was to be done w ith the soveieigns One alternative 
would be to hold them m India, to be shipped to the Scoietaiy of State on 
the ne\t occasion of a senous fall in exchange Anothei alternative would 
be to hold them in India to be issued to the public in exchange foi mpees 
on any such occasion, undei such legulations as might seem best calculated 
to ensuie that, when so issued, they would be used foi expoit in liquidation 
of an adveise tiade balance If the hist of the^e alternatives weie adopted, 
the Indian blanch of the Reserve would seive the same puipose as the 
London bianch, viz , to suppoit exchange during unfavourable tiade 
conditions This would also be the case under the second alternative, 
piovided that the regulations suggested were really effective, a point of 
which the importance is sufficient!} lllustiated by what is said on page 90 
A thud alternative would be to send the sovereigns to England as soon as 
they were tiansfened fiom the Papei Cunenc} Resei ve, and eithei to hold 
them at the Bank of England, apait fiom the Bank’s general reserve, oi to 
buy with them shoit dated securities 
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Statement A 


Amount, Composition, and Loom on oi Tiir Gold Standard Reserve 1901 to 1913 


Date 

England 

India j 

lotal 
England 
and India 

9 

Securities 
at Market 
\ alue 

1 

Cash at 
Short 
notice 

O 

Gold 
doposited 
at tho 
Bank of 
Lnglnnd 

T 

Total 

i 

Loans 
and Book 
credits 

5 

Gold 

0 

Silvor 

7 

Total 

8 

1901 j 

A 

A 

A 

A 

£ 

£ 

£ 

A 

£ 

31bt March 

— 

— 

— 

— 

1,830000 

1,200,000 

— 

3 0.30,000 

3,030 000 

30th luno 

199, CIS 

2i7 

— 

199 013 

1,812 599 

1 097,770 

— 

2,910,303 

3,410 013 

tOtli Pejitt mher 

99 1,279 

— 

99 i,0 12 

1,811,38! 

597,710 

— 

2,139,093 

3,432 125 

31st Decimber 

1,009, 121 

' — 

— 

1,008,121 

— 

2,119,093 

— 

2,439,093 

3,447,517 

1003 










diet March 

3,130 42b 

— 

— 

3 45G.120 

— 


— 

— 

3,450,120 

?Utll Juno 

3 310 017 

— 

— 

3,510 017 

33,195 


— 

39 433 

3,38.3,132 

*10th September 

3 177 91 ! 

— 

— 

1,475,91 1 

2S!> 

171,483 

— 

17 >,771 

3,031,081 

31st Ilcionibtr 

1,107,372 

— 

— 

1, 107, 172 

2,005 

200,771 

— 

202,776 

3,730,148 

1903 










31st March 

1,072 371 

— 


3 072 371 

1 027 

— 

— 

1027 

3 053, 39S 

KHh Time 

1770 030 

— 


3,770 010 

3 117 

201,027 

— 

20 4,444 

1031 180 

30th September 

1 900,878 

• — 

— 

3,8(>0,878 

1 951 

1 117 

— 

5 171 

1 800 249 

\l«t Decun hi r 

3,900 79 1 


— 

1,000,791 

295,098 

121,117 

— 

(>19,115 

1519 909 

1004 










31st Mart h 

(i,0Vl,979 



0011,978 

107,153 

117 

— 

107 575 

0 209,533 

tOUi June 

b 107,318 


. 

0,107 71 S 

2.) 825 

440,117 

— 

100 212 

0 831700 

10th September 

0 871,0 >3 



0 971,071 

1 1,153 

lib 

— 

1 1 509 

6 885 222 

December 

0 051,713 

199 001 


7,451,3 17 

70,710 

200 110 

~ 

277,150 

7,728,303 

1905 










Jl«t Mnnh 

8,397,970 

— 

— 

S 387,970 

152,000 

— 


152 000 

8 539,976 

10th Tune 

8,712 11 1 

— 

— 

8 512 113 

12 1 !} 

70000 


112 1 14 

8,0.71 447 

10th September 

8,870,100 

* * * § 

— 

8,870 100 

11231 

*70 000 

— 

10! 234 

8 974 340 

Del December 

9,898,999 

— 

~ 

9,893 999 

97,4 !4 

210,000 

— 

3(7 134 

10,230,433 

1909 










31st Marvli 

12,122,701 

— 


12122 701 

280 879 

— 

— 

290 879 

12 109,580 

JOtb Tune 

11,9 It) 210 

— 


11,930,210 

218 053 

— 

1,182,800 

i 1 101,1 >3 

13,331,003 

30th September 

11,897,180 

— 

— 

11,897,180 

217,950 

— 

2,901,5|>7 

2 519 823 

1 4,4-47,003 

list Ileci tuber 

11,919,001 

— 


11,019,051 

+3,520,723 

— 

on, 7 io 

^ 1590,203 

1 5,00 1,32 4 

1907 








f 


31«t March 

11 900, 11 1 

— 

— 

11,900,111 

301 305 

21 725 

1,000,000 

4,323 030 

10,283,344 

30th June 

12,820, 190 

13 901 

— 

12,8-10,300 

1 19,717 

90 000 

4 000 000 

4,229 717 

17,070,077 

30th September 

12,901 075 

— 

— 

12 901,075 

10 891 

73 970 

1,000,000 

4,110 801 

17,012,536 

3!pt December 

1 1,203, 189 

13,810 


1 1 222,299 

00,014 

203,3 19 

1,000,000 

1,323 393 

1 17,545 092 

1908 


1,131,223 







1 

31 st March - 

12,978,839 

— 

1 1,110 002 

310 

— 

1000,000 

4 000,310 

! 18,110,372 

^Oth Juno 

10, 102,929 

321,107 

— 

10,011,522 

110 

— 

8 178 000 

8 178,310 

18 219,832 

30th September - 

(1,029,201 

70,777 

— 

0,10 >9SI 

310 

— 

12,058 000 

12 038 310 

| 18 104,291 

31 fit Dcceml^r 

5 101078 

— 

— 

5,101,078 

+ 1,000 310 

— 

11,991,749 

112,992,039 

18,090,137 

1003 










3Ut March 

7 133 0.71 

1G9,8I8 

— 

7,00 ,771 

*m 

— 

10 580,734 

10 587 078 

18,190 849 

O0*h luno 

9,099,589 

711 272 

— 

10 110 801 

314 

— 

7 780 731 

7,787,078 

18,197,939 

10th September 

9,737 07D 

008, GOG 

— 

10,120,017 

3 41 

— 

7,780 734 

7 787,078 

18,313,723 

dipt Dcc< mber 

10,170,141 

1,017,192 


11,107, 131 

§2,000,341 

— 

1,780,734 

0,787,078 

18,254,411 

1910 










31fit March 

12,097 713 

3,010,523 

— 

15,700,211 

— 

— 

2,534 302 

2,531302 

18,240,343 

10th Tune 

11011,171 

1 ,202,407 

— 

15,907,013 

— 

— 

2 534,302 

2,53 1,302 

18 4-10,240 

30th September 

14,121,101 

1,12, ',091 

— 

15,810,797 

— 

— 

2,534 302 

2 331,302 

18,381,097 

31st Dcccmlioi 

11,513,878 

1,137,425 

— 

15,951,303 

— 

— 

2,534,302 

2,534,302 

18,4S5,G03 

1911 










31st March 

15 107 811 

1,177,359 

— 

10,895,192 

■ 

— 

1,934,302 

1,9 <4 302 

18,819,494 

30th Tune 

15, 108,740 

1,112,053 

— 

10,811,398 

— 

— 

1,934 102 

1,934 302 

18,745,700 

10th September - 

1 >,000,290 

1,222,890 

— 

1G, 829, 170 

— 

— 

1,931,102 

1,934,302 

18,763,472 

31sfc Doct mher 

15,038,901 

973,131 

— 

10,9 12,333 

— 

“ 

1 ,93-1,302 

1,934,302 

18,800,0-10 

1912 










31 st March 

1 (>,087,722 

1,073,710 

— 

17,101,4.32 

— 

— 

1,931,302 

1,934,302 

19,095,731 

30th Tutil 

10,111,795 

1,00-4,072 

— 

17,11 0, 107 

— 

— 

1,931,302 

1,931,302 

19,030,709 

30th ScgdemlM r 

13,889,833 

3,231,107 

— 

17,123,910 

— 

— 

2,100,000 

2,100,000 

19,223,940 

31 fit December 

If, 905 149 

1,013,090 

250,000 

17,228,839 


— 

3,715,007 

3,745,007 

20,974,500 

1913 










31 8 1 March 

15,915,009 

1,005,004 

1,020,000 

18,571,333 

— 

__ 

4,000,000 

4,000,000 

22,571,333 


* 3hc Garcttn of Iwlin, 9th December 1105, gives the amount of gold hold in India ns 3/0 000?, mid tlio amount o£ 
IrcafiUi} llilla held in 1 nj,lnnrt ns 1,200,000? A transfer of 300,000? to Gold Standard Rcsoi \ e in Lngland_was, however, 
nctmilh m nlc on 28th Soptombci, nud the sum was invested in Treasury Bills, raising tho amount of tho lattei to 1,500,000? 

+ Including, 2,531,311? temporary loan to tho Government of India at 31 per cont interest 

+ Including 1,000,000? temporary loan to tho Government of India at 3> percent interest 

§ Including, 2,000,000? temporal-} loan to tho Government of India 

A 1906 > 
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Statement B 


Valuation or thc Securities held on beii alt or the Gold Standard Reservi on 
31sr March 1913, Interest received, Loss on Sall 01 Securitii s, Repri cia- 
tion, and Nlt PRorir ro same datt 


Security 

Nominal 

A aluc 

Cost Price 

Minimum 
Market 
Pnco on 
31st March 

ion 

Mail ot 

A nine 

Secuiities not due foi ( atlj lcdemption — 

£ 

£ 

744 

£ 

2- pei cent Consolid itcd Stock - 

4,665,770 

200,000 

4,207,463 

195,106 

'3,175,99s 

Lot il Loans 3 pei cent Stock 

85; 

170,500 

Guaranteed 2j pei cent Stock 

43S,720 

107, 1S7 

74‘ 

326, S 17 

Tiansvaal Goiermneut 3 pci cent Guuantecd Stock, 





1923-53 - 

1,092,023 

1,076,524 

90 

982,820 

Total 

6,396,513 

5,886 280 


4,956,165 

Secuiities due for eaily ledemption — 

Bntish Tieasuij Bills 


l 



Maturing 9tli August 1913 

400,000 

392,603 

98 1 

391,000 

Mitui nig 10th August 1913 

1,000,000 

9S0.S90 

( >S‘ 

°8 3,750 
983,125 

Maturing 21st August 1913 

1,000,000 

980,781 

98,’. 

Exchequer 2 t pei cent Bonds, ledcemablo 18th Apnl 


50,032 


49,675 

1913-15 

50,000 

*99 

Excliequei 3 pei cent Bonds, redeemable 5th Apnl 1915 

2,' «S5, 600 

2,871,981 

99f 

2,S63,95b 

Exchequei 3 pei cent Bonds, ledcemablo lltli Octoboi 





1916 

1 000,000 

1,000,000 

99^ 

3,965,000 

Canada 3j pei cent Bonds, ledeemable 1st Julj 1911—19 

161,000 

164,4 37 

97 

156,170 

Coiporation of London S\ pel cent Debentures, ledecm 





lblc 1st June 1914 

50,000 

50,001 

t99R 

19,977 

Corporation of London 3 1 - pei cent Debentiucs, ledeem- 




able 1st July 1915 

15,000 

15,151 

tioo 

45,381 

Coi poration of Loudon 3} pel cent Debentures, ledeem 





able 10th Apnl 1913 

50 000 

50,002 

t99 i°» 

50,74 ) 

New Zealand pel cent Debentuics, redeemable 31st 



Decembei 1914 

101,100 

100,007 

98 

99,372 

Non Zealand 3- pei cent Dohentiues, icdeemahle 1st 



Apnl 1915 

45,000 

45,170 

98 

1 1,100 

New Zealand 3-' pei cent Debentuics, lcdcemible 1st 



July 1911 - 

100,000 

9S,205 

9S 

98,000 

Queensland 4 pei cent Bonds, ledcemablo 1st Julj 1915 

95,000 

97,067 

99 

91,050 

Queensland 4 per cent Stock, ledcemablo 1st Jul> 1915 

55,000 

56,20S 

99 

51,450 

Neu South "Wales 4 pei cent Bonds icdeemahle lBt 



Mai cli 1915 

1,000 

4,105 

99 

3,960 

.New South Wales 3 1 pei cent Stock, ledeemable 1st 


September 1918 

113,000 

112,442 

95 

107 350 

JNetv South Wales Bills, matunng 16th Maj 1913 

250,000 

211,512 

992 

2 IS, 4 3b 

Southern Nigeim 4 pei cent Bonds, icdeemahle loth 



Septembei 1916 - - 

100 000 

98,881 

9S 

98,000 

Union of South Afi ica Bills, matunng 1st Apnl 191 3 

600,000 

577,500 

100 

600,000 

Total 

11,105,000 

11,020,281 


10,9S9,504 

Gland Total 

17,501,513 

16,906,561 


15,945,669 


Cash plated bj the Secieturj of State at shoit notice - . 1,005 6b4 

Gold deposited at the Bank of England - _ 1,620,000 


18,571,3s 3 


The di\ idends on investments, discount on Tieasuij Bills, and interest on 
loans at shoit notice leceivcd to 31st Much 1913 amounted to - 
The net loss on securities sold audiedeemed to 31st Mnicli 1913 uas - 160 377 

The depieciation on secuiities on 31st Mnicli 1913, ns slioun above, vas - 960892 


Net piofit 


3,421,894 


1,121,269 


£2,300,625 


* 17,500/ drawn for repayment on 18tli April valued at pat 


f Plus accrued interest 
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Statement C 


Securities bought, sold, and discharged at maturity, 1901-02 to 1912-13 



Securities purchased 

Securities sold and discharged at Maturity 

Description of Security 

Nominal 

Amount 

Average 

Pnce 





Discharged 

at 

Maturity 
at Pai 


£ 

£ s d 

£ 

& 

£ 

£ | 

£ 




1901-02 




p c Consolidated Stock 

3,007,295 

94 3 10 

3,454,245 

i 

i 

1 

— 

— 


1902-03 

! 

2} p c Consolidated Stock 

3S5.267 

! 

92 8 6 

350,095 



— 

— 


1903-04 

2J p l Consolidated Stock 

1,991, WO 

80 16 0 

1,728,399 

— 

1 

— 

— 

National IVar Loan 2J p c Stock 

322,896 

97 9 10 

314,790 ! 

— 

— 

— 

— 

Local Loans, 3 p c Stock 

330,224 

97 10 4 

323,000 

— 

— 

— 

— 

Transvaal Government 3 p o Guaranteed 

209,694 

93 8 5 

200,000 









Stock 1923-63 









2,833,910 

— 

2,566,189 

— 

— 

— 

— 


1904-05 

National War Loan 2} p c Stock 

203,138 

97 16 0 

200,629 

— 

1 

1 ~ 


— - 

Local Loans 3 p c Stock 

104,288 

95 16 3 

99,921 

— 


— 

— 

Transvaal Government 3 p c Guaranteed 

514,142 

97 3 3 

499,502 






- 

Stock 1923-33 






1 

1 

British Trcasmy Bills (6 months) 

1,200,000 

9S 16 8 

1,185,98-4 

— 

— 


— 


2,023,668 

— 

1,980,096 

— 

— 

— 

— 




1905-06 




2£ p c Consolidated Stock 

1,597,452 

89 15 0 

1,433,677 


— 

— 

! 

f 

National War Loan 2} p o Stock 

724,332 

98 17 11 

716,327 

— 

— 

— 

! " 

Local Loans 3 p c Stock 

05,189 

99 0 3 

64,843 

; — | 


- 

1 

Transvaal Government 3 pc Guaranteed 

770,588 

100 7 8 

773,354 1 

| 



— 

StocK 1923-53 








2J p o Guaranteed Stock 

638,720 

92 16 3 

500,000 

*— 

, 

— 

— 

British Treasury Bills (6 months) 

3,000,000 

98 14 10 

2,902,201 

— 

— 

— 

2,700,000 


6,690,581 

— 

6,450,602 

— 

— 

- 

2,700,000 


1906-07 

24 p c Consolidated Stock 

201,922 

88 10 9 

231,906 

1 

l 

— 

— 

- 

National W ar Loan 2$ p c Stock 

124,755 

97 9 0 

121,575 

— ! 

— 

— 

— 

British Treasury Bills (6 months) 

3,000,000 

98 6 2 

2,947,720 

— 

— 

— 

3,000 000 


3,386,077 

— 

3,301,201 

— 


— 

3,000,000 


A 19068 H 
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Securities purchased 


j Securities sold and diRchaiged at Maturity 


De«cnption of Security 

Nominal 

A\ ei ago 

i 

Cost < 


Sold 

1 

i 

I 

Discharge d 


Value 

Pi ICO 

Puce i 

Nominal 

A\ erage 

Amount 

Maturity 
at Par 


i 

i 


i 

i 

Amount 

Price 

realised 


£ I 

£ s d 

£ 

■c 

l 

£ s d 

L 

i 

i 





1907-08 




21 p c Consolidated Stock 

192,. 18 

85 0 5 

120, COO ! 

1,000,000 

87 ](> 3 

878,125 j 

— 

National War Loan 2£ p c Stock 

87,0", 1 

97 10 10 

81,914 | 
i 

— 


j 

— 

3 p c Exchequer Bonds (1006) 

1,000 000 

99 12 0 

900 250 1 

— 

— 

j 

— 

British Treasury B 11s — 






1 


Six months 

3,000 000 

98 0 10 

2,950,239 

— 

— 

— 

3,000000 

119 days 

75 000 

99 5 4 

71,430 

— 

— 

— 

— 


4 031,302 

— 

4,325,833 J 

1,000,000 

— 

878,125 

1000,000 

I 



1908-09 




2 1 p c Consolidated Stock 

39 873 

83 11 ! 

1 

33 119 

!, 209, 183 

80 (» G 

2,822,303 

- 

National Wai Loan 2£ p c Stock 

480,508 

100 2 0 ! 

187,170 ' 

1,10-1,170 

99 17 ! 

1,102,189 

— 

Canada Treasury Bills — 



1 





341 days 

750 000 

97 8 7 j 

730 731 | 

— 

— 

— 

— 

334 days 

250 300 

97 9 8 

24 ! 709 

— 

- 

— 

— 

New South Wales Bills (G months) 

500,000 

1 

98 15 2 

493 801 

— 

— 

— 

— 

British Treasury Bills 


— 

— 

1,500,000 

99 11 3 

1,493,712 

75,000 

3 p c Exchequer Bonds (1009) 

! 

1 

— 

1,000,000 

100 1 10 

1,000 937 

— 

Local Loans 3 p c btock 

i _ 

— 

j 

300,000 

98 19 7 

290,937 

— 

Transvaal Government 3 pc Guaranteed 

— 

— 


102 302 

98 1 I 7 

197,187 



Stock 1923-53 

2| pc Guaranteed Stock 

— 

— 

- _ 1 

100000 

89 0 ! 

89,312 

— 


2,020,141 

i 

— 

1,988,730 j 

8,035,900 

— 

7, 50-1, G )7 

75,000 


! 

1 


1909-10 




ilpc Consolidated Stock 

500,000 | 

( 

83 8 9 1 

427 18S 

— 

1 

: 

— 

National 11 ai Loan 2] p c Stock 

115000 

i 

100 10 11 

315 971 

— 

— 

— 

— 

„ 11 ur Loan 2] p c Bonds 

200,000 

100 11 1 

207 738 

— 

— 


— 

3 p c Exchequer Bonus (1912) 

GOO, 000 

100 9 0 

002,707 


— 

! 

— 

British Treasurv Bills — 

I - ; 





_ 

— 1 

2,143 000 

Six months 

1 3 344,000 

i 98 12 11 

j 271,500 

— 

— 

— | 

Three months 

750 000 

! 98 19 0 

742,328 1 

— 

— 

_ i 

— 

167 da'Ns 

100,000 

99 0 4 

397,255 


— 

— 

— 

Canada Trcnsurv Bills — 











1,000,000 

One vear and 84 days 

300 000 

90 12 1 

483,080 

— 

— 

— 

155 days 

60,000 

98 19 0 

49,475 

— 

— 

— 

— 

Fi e months 

530,000 

98 19 8 

524,021 

— 

— 

— 

— 

Natal Treasury Bills (12 months) 

500 000 

90 17 0 

181375 

- 

— 

— 



New Zealand Bills (178 dajs) 

3 V) c Fxnliequer Bonds (1915) — 

30,000 

99 5 4 

29,780 

— 

— 

— 

30,000 

Deposit on allotment 

— 

09 10 0 
(see next 

30,400 

— 


— 

— 



year) 






New South Wales Treasury Bills 

— 

— 

— 

— 

— 

— 

500,000 


9,585,000 

— 

9,426,550 

— 

— 

— 

3,073,000 
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Securities pm chased 

Securities sold and discharged at Matnritj 

Desenntion of Secuuty 

Nominal 

Average 

Cost 


Sold 

1 

Di^chargtd 


Amount 

Price 

Price 

Nominal 

Amount 

Average 

Price 

Amount j 
realised 1 

"Maturity 
at Par 


£ 

£ s <1 

£ 

£ 

£ 

£ j 

£ 




1910-11 




3 pc Exchequer Bond*? (1015) Balance 
of purchase monev 

1,923,000 

99 10 0 

1,484,925 

— 

— 





'l pc Exchequer Bonds (191*5) 

2,227,000 

99 19 3 

2,220,117 

— 

— 

— 

— 

British Treasury Bills (G months) 

8,400,000 

98 14 1 

8,291,214 

- 

— 

— 

8,251,000 

Canada 3J p c Bonds (1912) 

378,000 

101 10 0 

383,758 

— 

— 

— 

— 

, IJpc Ponds (1914-19) 

111,000 

102 17 5 

114 18G 

— 

— 

— 

— 

„ 4 pc Bonds (1912) 

81,000 

102 n 0 

83,140 

— 

— 

— 

- 

, Treasury Bills 

— 

— 

— 

— 

— 


l.OSOOOO 

Cape of Good Hope 4 p c Bonds (1911) 

107,500 

102 11 3 

110,414 

— 

— 

— 

— 

New South INnles Bonds (1919) 

4,000 

102 12 0 

4105 

— 

— 

— 

— 

„ 4 pc Stock (1918) 

113,000 

99 10 1 

112,442 

— 

— 

— 

— 

New Zealand pc Debentmcs (1915) 

45,000 

100 7 7 

15 170 

— 

— 

— 

— 

„ 3 l pc Dobentmcs (1914) - 

101,400 

98 12 6 

100,007 

— 

— 

— 

— 

, 9) pc Dtbc ltures (1912) 

45,000 

100 12 G 

15,282 

— 

— 

— 

— 

Queensland 4 p c Bonds (1919) 

17,000 

101 5 2 

17,214 

— 

— 

— 

— 

„ 4 pc Stock (1919) 

10,000 

101 7 7 

10,138 

— 

— 

— 

— 

Coiporation of London 1J pc Delis (1919) 

50,000 

100 0 1 

50,002 

— 

— 

— 

— 

„ „ 3* p c Debs (1914) 

50,000 

100 0 0 

50,001 

— 

— 

— 

— 

„ „ 3) pc Debs (1915) 

45,000 

101 0 0 

45,451 

— 

— 

— 

— 

Natal Treasury Bdls 

— 

— 

— 

— 

— 

— 

300,000 

National War Loan Stock and Bonds 

— 

— 


— 

— 

— 

807,568 


13,308,500 

— '13,107,572 

— 

— 

— 

10,098,568 


1911-12 

3 p c Exchequer Bonds (1912) 

250,000 

100 0 8 

250,079 



- 



_ 

„ „ (1915) 

135,000 

100 11 11 

135,803 

— 

— 

— 

— 

British Treasury Bills (G months) 

9,000,000 

9S 10 4 

8,860,412 

— 

— 

— 

9,000,000 

Cnnndn 9J p c Bonds (1914-19) 

50,000 

100 10 0 

50,251 

— 

— 

— 

— 

Union of S Africa Bills (9 months) 

500,000 

97 11 0 

487,757 

— 

— 

- 

— 

Southern Nigeim 1 pc Bonds (19IG) 

100,000 

98 17 7 

98,881 

— 

— 

— 

— 

Cape of Good Hope Bonds 

— 

— 

— 

— 

— 

— 

107,500 


10,035,000 

— 

9,889,183 

— 

— 

— 

9,107,500 
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22 p o Exchequer Bonds (1913-15) 


Canada 3) p c Bonds 
„ 1 p o Bonds 

Kerr Zealand 3$ p c Debs 
3 pc L\clicqner Bonds (1912) 




3 p c Exchequer Bonds (1910) 


3 pc Exchequer Bonde (1916) 

— 

British Treasury Bills — 

— 

Six months 


163 days 


Queensland 4 p c Bonds (1915) 


„ „ Stock (1915) 


Is otv Zealand 3} p c Debs (1914) 


Union of S Afncu Bills (12 months) 


New South l\nles Bills — 


358 davs 


357 days 

160 000 


Securities sold and discharged at Maturity 

cost !!l! *"*** 

Pnce Nominal | Average Amount 

amonnt i Pnce realised a r 


50,032 — 

1000,000 — 

— 1 000,000 

3,732,223 — 

986,726 — 

79,834 — 

46,070 — 

98,205 — 

577,500 — 

96,599 — 

144,913 — 


100 | 1,000,000 


9,923,000 


1,000 000 8 754,000 
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Statement D. 


Exchange Rates, Sales hy the Government 

Expoi ts of 


sunes and Resen es m India, and 


Highest nnd Lowest rate of 

London (frcJ , r 

' Lvports of 

Sovereigns nnd 

Calcutta 'ther British Gold 

corns from India 

n private account 

Highest Lowest during Month 


liemarhs 


Septembei 
Octobei 
Not ember 
Decenibei 


s (l 

1 ^aV 

1 4J r 

1 4 

1 3« 


s cl 
1 3p 

i a;* 

1 

1 3H 


.Tftimai y 
Februai y 
Match - 


1 Si* 

1 3 s -' 

°a« 

1 3*4 


1 SJ* 


1 3p 


3 * Increase 

G 


1 3JZ 


10,088 


t Tendeis tecened foi 711,000? 


1 3ul 


1 3S* 


115,005 I Tenders tecened foi 550,000? 


August 


I 1 3p 

I 3 * 


1 3*-L 

y SJ 


81, SOS 


September 


October 
Not ember 
December 


1 3P 


_ j j 

1 « 


1 3H 


1 3„- 
1 3f 
1 3 P 


1,213 

25,500 

21 


Offer to sell bills on London 
discontinued lltb Seplcmbct 
190S, F 5641 215,000?, 

light British Gold Com and 
25,000? gold bullion sent 
bj Government of India to 
Secret aij of State 
II Increase 


219,912 e Including the 215,000? light 
coin mentioned above 





Elt 1908 



ni^nUKSLMFNTri 






























TPE*«trr 







Discharge 
of Dclit 
inctaflmff 
Itnilnnv 
Debtn 
turts 

Cnpitftt Fr 
p'-mlitun on 
Iliilnavn nnd 

Total 

I’nymen'n 




< '1 



Impation 

ttorl*, 

Capital 

for 

Othe** 

Tcv‘ -i! 


Mat u r 1 



(including 


Torment* 






watlidmwata 
bj Rmlwnj 
Companies ) 

Torments 

=.lrtr 




?< rtr< 




•c 

•C 

£ 

* 

* 

£ 


£ 

£ 

»G3 

— 

ISO ,016 

180,010 

1,010,913 

531,70) 

2 052 052 

1,220,170 

— 1,00? 

1 227 ^,7 



721,341 

721, ,341 

1SV)JG 

2,027,017 

3,311,011 

3 331,105 

70,i>3 > 

3 152 1 .'1 

r»o 

30,000 

781,201 

814,201 

12,007 

90.3,352 

1,730,103 

3,105 015 

— 

> 105,0(5 

K)0 


772,302 

772,302 

- 9,1 n 

529,193 

1,202, 357 

1,051, SI 8 

1 3,810 

1 005,025 

'50 

131,700 

5S4.769 

710,109 

- 322 

3,007,30! 

1,380,511 

3,131,033 

— 

3, 1" I/ 1 ); 


— 

719,015 

710, G45 

- ioo 

1,131,823 

1,851,373 

1,797,300 

— 

1 , 707 , W, 

)00 


990,812 

990,812 

~ 

018,799 

i,on,Gtt- 

1007,211 

1 131,221 

5,7 151 

X)0 

07,000 

030,122 

703,122 


2,712,972 

3,110,091 

2 102,003 

307,05 ! 

2,550,001 

XX) 


1,0S7,779 

1,087,770 


730, 3G0 

1, SIS, 115 

3 107,991 

273 503 

1,110 1 ( ‘7 

too 

— 

005 075 

005,075 

— 

991,027 

1,050,102 

1,910 119 

— 721 !07 

1,027,711 

XX) 

193,700 

801.0M 

1,002,711 

— 

3,101,090 

1,401,81) 

2 380,227 

10", 13 i 

2,7-“' 5'il 

m 

100 

720,509 

720, GOO 


1,515,930 

2,215,515 

2,21 1 020 

■ — *)To,7^ > 

1 " 1",2 1 f 

•00 


501,109 

591,198 


510,522 

1 121,720 

1 1C 3,10 ; 

7<»,777 

’ 2 jo f, 70 



015,015 

915,015 


2 S77.705 

\$2^2Q 

1,317,100 

112,700 

l,52'i" * 

•JO 

300,000 

505,105 

SG5.105 

. 

1 

1,171,551 

2,010 058 

1,210, '0= 

— 

12 ‘> * ~ 



1 

< 575,19* 

! 

i 

575,lo 5 

1 

1 

! 

‘ 

550,135 

1,131,0 ,o 

5,222 V»1 

~ 

' .22 5. 1 

12 

: 

730,500 

\ 

1 

2 

1 11 OG5,GOj 

! 

S 

12 390,101 

4 

i 

i 

1 l/iJUiOl 

i 

2 5=0 ooo 

>s ,,n‘i , 
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APPENDIX IV 


SUPPLEMENTARY SlATEMENIS TO ACCOMPVN1 MEMORANDUM ON GOLD STANDARD 
RESERVE, SUBMIT1ID 15Y Mr L ABRAHAMS, OB, ASSISIAM UNDER 

Secretary oi Si ate tor India 


] n connection with the question o£ the amount up to which, the London 
bianch of the Gold Standaid Reseive should he allowed to accumulate, I 
submit three additional statements 

Statement 1 —The summai) on page 92 of m> Memorandum on the Gold 
Standaid Reserve gave inhumation about the cash transactions of the India 
Office fiom 1st Septetnbei 1907 to 31st Decembei 1908, that penod being 
chosen because it included all the special measuies taken in 1907 and 1908 
foi suppoi tmg exchange, oi ansing out ol the necessity foi so doing, the last 
of such measuies having been the issue oi 2,500,000L India Bills in Decembei 
LOOS Statement 1 below gives conespondmg inhumation foi the period 
from 1st Septembei 1907 to 31st August 1908, the lattei month being the 
one m which the exchange cusis may be consideied fiom some points of 
view to have ended since no application was received aftei 13th August for 
the bills on London offered by the Government of Lidia, and substantial sales 
of Council Bills weie made by the Secretary of State m September 1908 
As tlieie is room foi difference of opinion as to the penod ovei which the 
diffic ulties of 1907 and 1908 should be legarded as having extended, and 
consequently as to the extent oi the exceptional demands that had to be met, 
the Royal "Commission may be glad of the alter native calculation now 
submitted 

Statement 2 gives the balance oi tiade on pm ate account ioi 
each financial yeai fiom 1871-72 to 1912-13, and shows that the two yeais 
1907-08 and 1908-09, m which the exchange cusis of 1907 and 190Soccuried 
weie within a veiy small amount of being the woist two successive yeais in 
the penod of 42 years 

Statement 3 gives foi the penod Lorn November to Octobei in each jeai 
iiom 1892-93 to 1911-12 infoimation smnlai to that contained m the 
enclosuie to Loid Moiley’s Despatch, No 82, dated 2nd July 1909 (Sec 
page 175 of the Conespondence accompanying my Memorandum on the Gold 
Standaid Reseive) It shows in a much more staking mnuuei than do the 
figures foi financial yeais the very exceptional nature of the conditions that 
pi evaded in 1907 and 1908 


A 11068 




107 


t t f s J 

APPENDIX IV 


SfATrMHN'T 2 

Net Expoifs of Meichmdise and Treasure fiom India on Private Account 
fiom 1st Apnl to 31st Mai oh m each yeai fiom 1871-72 to 1912-13 
(fiom yeail\ r Tiade Tables) 


5 ear 


Bate 

of Exchange 



\ 

Rs 1 

S 

a 

C 

1871-72 

- ' 

22,22,24,320 

1 

11 126 

21,413 165 

1872-73 


21 47,17,950 

1 

10 754 

20,357,051 

1873-74 


19, 40, 26, ISO 

1 

10 351 

18 069,496* 

1S71-75 


15,11,86,850 

1 

10 156 

13,957 066* 

1S75-76 - 

- 

17, 75, 9S, 790 

1 

9 626 

16,003,127* 

1876-77 

- 

18,10,97,470 

1 

S 508 

15,474,779* 

1877-78 

- 

10,65,9 3,860 

1 

8 791 

9,234,137* 

1878-79 

- 

21,16,62,120 

1 

7 794 

17,456,833 

1879-80 - 

- 

17.70,44,250 

1 

7 961 

14,724,959 

18S0-S1 

- 

16,64,36,380 

1 

7 956 

13 839,185 

18S1-82 - 


24,68,44,820 

1 

7 895 

20,462 407 

1882-53 

- 

2092 55,260 

1 

7 525 

17,023,787 

1883-St - 


23 52,10,140 

1 

7 536 

IS 771,105 

1881-85 


IS, 05 96,990 1 

1 

7 30S 

14,52S,02S 

1SS5-S6 


17,62,63,410 | 

1 

6 247 

1 3,401,160 

1886-S7 

_ 

20 39 8 3 900 

1 

5 441 

14,823 680 

18S7-S8 - 


15 77 47,470 

1 

4 898 

11 106,736 

1S8S-89 


18,26 63 900 

1 

4 379 

12,466 046 

1889-90 - 


21 2193 600 

1 

4 566 

14,6 46,66 3 

1S90-91 

j 

! 11 25 32 420 

1 

6 099 

8,486, J51 

1891-92 - 

1 

29,86,90,770 | 

1 

4 733 

20 824,969 

1S92-98 

1 

33,85,01 510 1 

1 

2 9S4 

21,133,778 

1893-94 


IS, 09, 01 140 

, 1 

2 546 

10 964,056 

1891-95 


37 24,65,710 

1 

1 100 

20,330,420 

1S95-9G - 


35 82 00,590 

1 

1 63S 

1 20 354,749 

1896-97 

_ 

23 85,01,410 

1 

2 450 

14 359 772* 

1897-98 

_ ] 

14 92,84,930 

1 

3 406 

9,5S2,S4S* 

1S98-99 


33,86,53,560 

1 

3 97S 

22,545,S61 

1899-1900 


25,25,58,510 




16,837,234* 

1900-01 


22,10,19,915 




14,734,661* 

1901-02 

_ 

31,76,00,865 , 




21,173,391* 

1902-03 


33,58,17,390 




22,387.826 

1903-04 - 


44,34,24,000 




29 561,600 

1904-05 

- 

35,89,70,925 




23,931,395 

1905-0b 

- 

44 16,24,315 


y i 

4 

29,441,621 

1906-07 


46,77,01,935 




.31,180,329 

1907-08 

_ 

19,97,62,680 

I 



13,317,512* 

190S-09 


15,05,37,735 




10,035,849* 

1909-10 


39,63,55,620 




26, 423, 70S 

1910-11 

_ 

47,97,89,085 




31,985,939 

1911-12 


46,20,88,130 




30,S05,S75 

1912-13 

* 

41,37,91724 

l 

J 



27,586,115 


* In thejenis marked with an tstensk (1873-74 1874-75, 1875-76, 1876-77, 1S77-78, 
1896-97, 1897-98, 1899-1900, 1900-01, 1901-02, 1907-08, and 1908-09) tlie expenditme 
on Famine Relief exceeded 500,000/ 
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Statement 3 

Foreign Trade of India on Pi xvate Account foi the period fiom 1st Novombei 
to 31st October in each year fiom 3S92-93 to 1913-12 (Rupees 
converted into staling at the rate ol Rs 35 = 11 ) 

- - — j v.. . . 


\ ear 

i 

Morchandi«o 


(*ol<l 

SiUcr i 

Not Imports^ 

i 

| M mb ati time 
jfioltl iml^ihir 

* Net I Xpert*' 

1 rxports 

Imports 

| Fxports 

1 

"Set Impoit* 


1 1 

1 2 

] 


*» 

0-3-i (9 9 


1 £ 

r 

I -c 

1 £ 

c 

l 

£ 

1892-93 

I 71 980 000 

1 19 010,000 

1 20,970,000 

290,000 

1 9,790,000 

16,910 000 

1S93-91 

i 7 1,G10 000 

| 19,110 000 

21170,000 

-2,200 000 i 

! 9,890,000 ' 

20 910 000 

ISM 1—95 

72,130,000 

1 43,910 000 

20,190,000 

- 180,000 1 

1 1,990 000 

22 690,000 

1899-96 

71,100,000 

19 190 000 

21 710,000 

2,0 10 000 

1110,000 

18 770,000 

1896-97 

04 )80,000 

1 -> 790 000 

20,790,000 ( 

2 (> 10 000 

: 

9 190 000 

12 960,000 s 

1897-9S 

71 *>30 000 

17 710,000 

28,190 000 

1,1M),000 

1 970 000 

20 HO 000* 

1899-99 

7 1,070 000 

19 100,000 

29 270 000 

1, (.10, 000 

, 2 <>(.0,000 

18 000 000 

1899-1900 

69,960,000 

10,920000 

22 040,000 

(> 1 10 000 

910,000 

19,970,000* 

1900-01 

7 V 910 000 

97 110000 

21810 000 

I 810,000 

2 190,000 

17 990 000* 

1901-02 

''1,700,000 

92,7 10,000 

10 970,000 

1 120, (KK1 

9 290 000 

22 100 000* 

1902-03 

91 ") 10,000 

9 1 070 000 

10,100,000 

9 71.0 000 

I 790 000 

27 190,000 

1903-01 

101 010,000 

(.1 too 000 

12 090 000 

12 920 000 

3,1 10000 

21,990,000 

1904-09 i 

100,470,000 

(>6,070 000 

| 10,100,000 

1 9,900 000 

, 1,970 000 

26,9 10,000 

1905-06 - 

; 111,230,000 

[ 72 190,000 

! 39,010,000 

; 7 900,000 

1 710 000 

27 830,000 

1906-07 

! 129 270,000 

' 79,050 000 

t 

; 90,220,000 

11,190,000 

‘ (, 01.0 000 

51,010,000 

1907-08 

99,-> 10,000 

87,420,000 

12 110,000 

1710,000 

i 8,960 000 

—1 190 000* 

190S-09 

111,240,000 

79,840,000 

39,400,000 

1,910 000 

i 0,200,000 

29 210 000* 

1909-10 - 

1 13b, 140,000 

82,330,000 

56,010,000 j 

10,210 000 

' 9,700 000 

1 1 100 000 

I 

1910-11 

ISO 960,000 

S9,S50 000 

00,710,000 j 

20,170,000 

! 1,740,000 

1.7 900,000 

1911-12 

1G0,S10,000 

100,340,000 

00,470,000 | 

29 910,000 1 

5,990 000 

27,010,000 


* See Footnote to Statement 2 
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Couttl SPONDENCE 10 VCCOMPANt MEMORANDUM AND StaIEMLMS ON GOLD 

Stand vkd Rlserve, handed in b\ Mu L Abrahams, CB, Assisiani 
Under Secreiaio. 01 Siate ior India 

Letter from the Governmeni of India to the Secretary of State, 

No 302, dated 6th Septembei 1900 

My Lord, 

In our Despatch No 301 ol 24th August 1899, we wiote, with 
reference to paiagiaph 60 of the "Repoit of the Indian Currency Com- 
mittee, 1898 “The pioposal made by the Committee that any piofit made 
“ on rupee coinage should be held in gold as <i special leserve has not 
‘ escaped oui attention, but the need loi the coinage of additional lupees 
“ is not likely to occui for some time, and a decision on this point ma\ 

“ conveniently be defc'iied ” 

In oui Despatch No 421 of 14th Decembei 1899, m view of the large 
influx of gold which had then begun, we discussed the question of the 
amount oi piopoition ol gold which we can conveniently hold m the Paper 
Ciuiency Reserve, beaiing in mind that piesenteis of notes may, foi some 
tune to come, prefei mpees to soveieigns, and that it is expedient to meet 
then wishes as fai as possible We then estimated that it was desnable 
to hold m mpees 91 cioies, with which amounl we believed that theie would 
be piactically no feai oi oui having to exeicise oiu option of paying cuireney 
notes m soveieigns against the washes of the presentei The note cnculation 
bomg then about 27 cioies, the deduction of the investment of 10 cioies 
and the silvei holding of 91 cioies left about 1 \ ciores oi ">,000,000? to 
be held m gold And the immediate measuie pioposed was that when 
the stock of gold icached 5,000,000? the Currency Offices should be mstiucted 
to ofl'ei sovereigns to piesenteis of notes, but to give mpees to anyone who 
might object to receive soveieigns and who might ask for mpees We said 
that it was not possible at that time to piopose a more definite policy than 
that of paying out some gold when the hunt suggested had been passed , that 
we would watch with close attention what befell the gold paid out and the 
attitude of the public , that we hoped, pioeeedmg m this tentative lashion 
to be able m the couise of the summer of 1900 to give a moie confident 
answer to the important question discussed, “ and peiliaps also to form 
“ an opinion as to when it may be desirable foi the Government to make 
“ some addition to the mpee coinage ” 

2 As will be seen from the table in paragraph 3 of oui Honouiable 
Colleague Sn E Law’* Minute of 28th June, appended to this Despatch, the 
receipts of gold continued and inci eased aftei Decembei last Foi moie 
than eight months the gold m the Cunency Reseive has exceeded, and the 
-alvei has been less than, the limits suggested m the Despatch of that month 
By the middle of Januaiy the stock of gold in the Cuireney Reseive m India 
leached 5,000,000? The pioposal made in that Despatch was at once 
biought into opeiation, latei on we sent supplies of soveieigns to the laigcr 
Distuct Tieasunes, with msti actions that they should be issued to am one 
who desned to leceive them m pavmeiits due oi in exchange foi mpees, 
and m March we dnected the Post Office to make id soveieigns all paj merits 
of Money Ordeis m the Pi esidency Towns and Rangoon, and we lequested 
the Presidency Banks to make m the Pi esidency Towns and Rangoon 
payments on Government account as fai as possible m sovereigns These 
measures weie taken, not so much in the expectation that they would m (he 
eailv futuie lelieve us of am huge pail of oui smpltis gold, but m the 

\ RMto I, i 
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hope that they w oulcl accustom tin people to gold, would hasten the time 
when it will pass into geneial cnculation in consulcr.ible quantities, and by 
so doing would mitigate in fultiie }ears the difiiculties that we wcie 
expeiiencmg fiom. the magnitude of oui stock of gold and the depletion o£ 
our stock of rupees 

3 In oidci to meet those difficulties and to secuie, if possible, that we 
should have enough lupees for payment to picsentors of cuirency notes and 
tcndeieis of gold, we began to coin additional rupees In Januaij and 
Fcbiuaiy we puicliased in India sulheient silici to coin about a croic of 
lupees, and, at the same time, we jo-comod into lupees between 30 and 
40 lakhs of old lupees which had been witlidiawn fiom cnculation Sub- 
sequently we i equested youi Loidslup to make the following pirn liases of 
sihoi foi coinage — 

In Mai ch 300,00*1/ woith, , 

In Apul 300,000/ woith , 

In Ma\ 300,000/ woith, and 
In June 100,000/ woith 

These lequests weie complied w ith ami the coinage is still pioceeding In 
Mai wo also obtained fiom the Maliai ij i of Gwnhoi a loan in the shape of 
Gw alioi coins, woith about 13 lakhs, which we lnue coined into about 
69 lakhs of new lupees The total new coinage that we June umleitakcn 
accoulingh amounts to about (p uoies 

1 In oulei fmthei to lelieic om dillicultic-* we in Ma\, ceised letemiig 
gold bullion below staudaid fine ness, othei titan tin* pioduce of the Indian 
mines, and also (Incited tint si\t\ d i\ should he lived as the penod for the 
payment of certificates m inspect of gold temleied undei the Notilication 
No 4602 of 26th June 1893 

3 Fiom the .iboio shoit smmiian of runtswhich lime occuued m the 
piesent, ealendat jeai, it will be oudon! that ihe turn has now come when it 
is desuable to anno it in emlj dec ision on both the questions dc«cubcd in 
paiagiaph 1 of tins Despatch Out llonomable Colleague Sir L Law has 
discussed the subject in all its be u mgs, and stated the measuics which ho 
leconunends foi adoption, m a compiehonstie Minute, dated 2Sth June, 
which foims an euclosuic to this Despatch We also append a Minute, 
dated 8th Juh Ip Jhs Fvdieiuj the Vicctoi, making obscnitioris and 
lnqmi lcs icgai dmg Sn It Law’s pi oposaK, uul two Minutes In Sn L Law, 
dated 21st Juh, ami 23id Auigust, oNplanmig and, in one oi two points, 
modifying Ins piopos ils 

G Our llonomable Colleague’s proposals mai be sumninused as 
follows — 

(1) To adopt the lccommcmlation m paiagiaph 60 of the Ileport of the 

Indian Ciuicuci Committee, that the piohts on the coinage of 
mpecs should not bo cicdited to the Iteienue oi held as a poition 
of the oichnaiy balance of the Goieinmcnt of India, hut should lie 
kept m gold as a special leseive cntuoly apait fiom the Papei 
C’uri euey Resell o*and the ordinal^ Tieasmj Ilalances 

(2) To add to the speeial icsoivc in gold, foimcd pinnaiili bj the piohts 

on coinage, the annual mteicst, on the lmcstment ol the Papei 
Cunenc} Resell o 

(3) To use in fu tin e foi the pm chase of siliei foi coinage into inpccs 

any excess oici 7,000,000/ in the stock of gold in the Paper 
Cimoncy Reseive 

(4) To liansfer veiy giadually the ousting imestment of 10 ci ores fiom 

Government of India Rupee Secmilies to Go\ eminent of India 
Steilmg Secuuties 

(5) (a) To giadually incieaso the amount of the Papei Cuirency Invest 

ment, at piesent 10 cioies, to a sum appioumatmg to 50 pci cent 
of the circulation of Cunencj Notes, the mciease being 3 cioies if 
the emulation lemams at its present level of about 30 ciores 



APPENDIX V 


11] 


(?>) To make tlie additional investment in British Consols 

(c) To take the funds for the additional investment hom the stock of 
7,000,0001 of gold remaining m the Ciureney Reseive undei 
pioposal (3), thus reducing that stock to about £3j millions, the 
investment to be made gradually 

7 We unanimously suppoit (1), (2), and (3) of the above proposals and 
btiongly lecommend them to youi Lordship foi sanction We submit the 
following explanations of the reasons m favoiu of these three pioposals and 
of the manner m which they would be woi ked m piactice 

8 With regard to proposal (1), the fact that it was unanimously lecom 
mended hy tlie Indian Cuirency Committee invests it with gieat autlionty 
and enables us to lefram fiom entenng into any lengthy justification The 
only objection to it of any impoitanee is that in a countiy like India, which 
borrows every yeai foi the consti uction of i ail ways and canals, it may be 
said to be generally inexpedient to -withdraw any portion of tlie receipts 
from the general balances to be employed specially, since that couise involves 
an mciease of the annual loans by the amount so withdiavn, and con- 
sequently an increased mteiest chaige But theie aie objects of sufficient 
importance to justify such a pioceedmg, and we think the maintenance of a 
stock of gold, adequate to ensuie the success of oui cm ' cncy policy, to be 
emphatically such an object As will appeal fiom our lemaiks regarding 
pioposal (3), we have found by experience that we cannot maintain m the 
Paper Cunency Reserve a stock of gold of the magnitude which may be 
required m possible cncumstances We therefore considei it desirable that 
a leseive of gold should be formed outside the Cunency Reseive, which will 
supplement the stock in that Reserve foi the piesent, and will m time take 
the place of that stock and relieve us of the necessity foi keeping anything 
more than a small amount of gold m the Cunency Reserve , this would 
be in accordance -with the view" of Loid Elgin’s Government that the 
Reserve should not be used foi the general pui poses of our exchange policy 
We consider the formation of a Special Gold Reseive to be an object of 
sufficient impoitanee to justify the eai-maikmg of the leceipts fiom piofit 
on coinage as pioposed 

9 The steps required to carry out this measuie will be the following — 

(a) To dnect that the profits on coinage shall cease to be ci edited to a 

Revenue Head and shall be taken to a special Debt Head of 
receipt 

b ) To dnect that the amount of the profits shall be paid m lupees into 
the Papei Currency Reseive, releasing theiefrom an equivalent 
amount of gold 

(c) To direct that the gold so leleased shall be held as a “ Special Gold 

Reseive ” apart from the ordinary Treasury Balances 

( d ) The current gold transactions, receipts and issues, will continue foi 

the present to be passed thiough the Cunency Reserve When 
the amount of gold m that Reseive falls below the imonnt 
requned for these ciuient tiansactions, there will be paid fiom 
the ‘ Special Gold Reserve ’ into the Cunency Reserve the sum 
required to make up that amount; releasing rupees 

( e ) The rupees so released will be held m the “ Special Gold Reseive ” 

to be available for letum to the Cunency Reseive m the event 
of the cunent of trade requirements turning, at not too great an 
inteival of time, m the contiaiy direction and cieatmg again 
a demand foi rupees If the demand continued foi a long time 
to be foi sovereigns, and if it exhausted our gold stock, we 
should contemplate meeting the demand in the first instance by 
selling the sterling investments of the Currency Department. 

We do not consider it necessaiy at present to contemplate having i econrse 
to the last lesort of melting down rupees and selling the bullion foi gold 

10 It remains to consider the extent to which we can give early effect to 
this pioposal In regaid to future coinage we apprehend no difficulty" To 

* Paiugiaph 7 of Despatch No 111 ot Amt June 1896 (not printed) 
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leplace, say, 500,0001 , only 75 laklis o£ rupees are required , the silver 
purchased with that sum ot gold will, however, be coined into o\er 100 lakhs, 
the diffeience being the profits on the coinage The coinage mil thus itself 
create the funds lor the payments to the Cunencj Reserve undei (b) of the 
piecedmg paiagiaph, and we shall be in the same position m respect 
of geneial lesouice operations as if no coinage had been found necessary 

11 In legard to the piofits on the coinage which has been alieady 
undei taken, as detailed in paiagiaph 3 above, theie is a difficulty The 
enoimous demands on oni balances caused bj the famine, m the naj ot 
direct expend ltuie on lamine lelief, indirect expenditure, agucultuial 
advances, and loans to Native States, have compelled us to use the prolits on 
the past coinage m aid of oui geneial balances, m oidei to keep our 
borrowing this veai within the amount which there was a hope ol laismg on 
leasonable teims It will theiefoie be impossible foi us to paj into the 
Cunency Reseive immediately the number of mpees representing these past 
piofits For these we shall nnmechatelv take onlv step (a.) of paragraph 9, 
aud the amount of the profit on the coinage detailed in paiagiaph 3 both this 
yeai and last will lemam a° a book ciedit of the Debt Head until weaiom a 
position to make the payments into the Cnncncj Reseive This v\e expect 
to be able to do gi admail v as the lamine loans and advances to Native 
States aie lepaid to us The necessity foi using the piofits on coinage m aid 
ol oui geneial balances this jcai mav be held to have amen because of om 
decision to make those loans , and it will be appiopnate to consulei them as 
m a geneial wav hvpothecated for the cleaned payments into the Cmrency 
Resei \ e 

12 Pioposal (2) of paiagiaph 0 is an extension of the lecommendation 
of the Indian Cuirency Committee, and the same geneial observations apply 
We think it desirable that the Ruination of the “Special Gold Reserve” 
should be hastened by any convenient addition, and we considei tlie annual 
interest on the Cunency Investment an appropriate item to devote to tins 
purpose The interest on the piesent investment is Rs 31,70,000 

13 Pioposal (3) of paiagiaph 0 is one that has been foiced upon us by 
om embanassmg experience since the month of Januaiv Soon aftei the 
large gold leceipts had leduced the stock of mpees m the Cunencj Reseive 
below the limit of 9] ciores, mentioned in oui Despatch of December 1899, 
the Comptiollei-Ceneral in Febiuarj last pioposed that we should adopt such 
a rule as is now pioposed and convert into rupees any gold m the Reserve m 
excess of a ceitam amount He was led to make tins suggestion bj r the veij* 
gieat practical difficulties that he was then encounteimg in admimsteimg 
the Tieasunes and the Cunency Depaitment, and m meeting the demands 
made upon him foi mpees in exchange foi notes and foi gold We weie not 
at that time convinced that so laige a coinage as the pioposal involved would 
he necessary We hoped that the difficulties m meeting the demand loi 
mpees would come to an end with the teiimnation of the Burma nee season , 
befoie undei taking fmtliei coinage we desired to await the expenence of the 
season of slack trade, and to see whether any laige portion of the mpees 
which had been passed into geneial circulation m t lie piecedmg sixteen 
months would return to the tiade centies altei the cessation of our heavy 
famine expenditure All that we thought it neccssaiy then to do m the 
direction of i uthei coinage was to ask join Loulslnp to pm chase 500,0001 
worth of silvei,astep which we took on 3th March 'llie difficulties howevci, 
did not disappear but increased in intensity On 11th Apnl the Calcutta 
Cunency Office was obliged to icluse to give mpees in the encashment of a 
small amount of cuirency notes presented on that dav, and foi some weeks 
theieaftei we weie m dailj tear that theie might be a lecunence ol that 
incident To prevent such a nsk, we made the successive additions to the 
coinage set foith m paiagiaph 3 Pending the expci lence which we awaited 
and the consideiation of the geneial question which we have now given to it, 
we have been specially eaielul to limit these additions to the lowest amount 
which, on the best calculations possible, seemed likely to enable us to meet 
the demand foi rupees diu mg the piesent jute season, *oi up to Octobei next 
We aie not without some anxietj lest events should piove that, m oiu desne 
to avoid unnecessaij coinage, we have limited the amount too much the 
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Com pti oller-General has alieady sounded some notes oi warning, but we 
ti ust that we shall not be forced to telegiaph a lequest for further purchases 
of silver m anticipation of the airival of this Despatch Although we may, 
with difficulty, meet the demands up to Octobei w r ith the rupee balance so 
much longer than the limit of complete safety, the experience of the last six 
or eight months has convinced us that we shall not be justified in attempting 
to tace the coming busy cold season and the demands of the Buima nee 
trade with the rupee balance m the Cuirency Reserve lower than results 
fiom a maximum balance of gold of 7,000,0001 That maximum will leave 
a lupee balance of about 94- croies if the cnculation remains at its present 
level of about 30 crores We do not, of course, propose to be bound in any 
way to adhere to that maximum, we propose it for the piesent only, 
unforeseen cncumstances, such as a vanation in the note cnculation oi moie 
lapid piogiess m the use of sovereigns as money, may at any time m the 
futuie leudei it expedient to suggest a change in the amount 

14 We may mention that w r e have closely wmtched the lesult of the 
measures descnbed in paiagiaph 2 The issues of gold ha\ e been con- 
sideiable , but much has come back to us thiough the Currency Depaitment 
and the Presidency Ranks The Comptiollei-Geneial estimated the amount 
lemainmg in cnculation at the end of June at ovei a million and a quaitei 
out of neatly two millions issued up to that time, but theie aie many 
uncertain data m the calculation We aie not yet able to say that gold has 
passed into use as money to any appieciable extent 

15 It is veiy desuable that w r e should feel assured of bemg able to meet 
the public demand foi rupees, as indicated by the presentation of currency 
notes and gold We theiefoie stiongly pi ess on your Lonlship the 
expediency of sanctioning the above proposal foi further coinage If this 
sanction is accoided, we lequest that the purchases may be begun as soon 
as convenient aftei the leceipt of this Despatch, being made in such 
instalments as may be thought best Befoie the purchases aie completed, 
we shall be gaming the expenence that we desne, but cannot safely await, 
of the penod iftei the cessation of the famine If lupees do come back to 
the tiade centies aftei the famine, and are presented foi gold or tor notes, 
it may be uunecessaiy to pioceed with fuithei puichases beyond a fiist 
instalment On the otliei hand, if oui stock of gold continues to mciease, 
the purchases will have to be mci eased beyond the amount which now 
appeals necessary 

10 The stock of gold m the Cunency Reseive on loth August consisted 
of 500 ,0001 m London and neai ly 8,500 , 0001 in India The London gold 
was released on 29th August, as intimated by telegiam The puichases 
lequned to make oui pioposed l eduction will, theiefoie, on the present 
figures, be about 1,500,0001 , and the additional coinage w ill be about 
31 cioies of rupees This with the coinage alieady undei taken will 
constitute a veiy large addition in the cm lent yeai But it, is one which 
is made m lesponse to a cleai public demand, and, as Mi Dawkins stated in 
paragiaph 30 oi the Budget Statement of last Maich, additions to the coinage 
will be as nearly automatic as is possible in the cncumstances if we make 
them m close accoi dance with the demands of tiade Moieovei, the possible 
evil effects of what may in the future turn out to be excessive additions to 
the coinage will, we think, be mitigated by the pioposal we have made 
— sec clause (r) of paiagraph 9 above— foi the retention in the “ Special Gold 
Reseive ’ oi rupees found to be m excess of public i eqmrements, and 
piesented to be exchanged foi sovereigns 

17 But wc do not wish oui pioposal to be considered as dependent on 
such aiguments as those just stated We make it pnmauly on the practical 
giound that we consiclei it necessaiy in oiclei to enable us to fulfil an 
obligation which, though we aie not, and do not piopose to be, legally 
committed theieto, w r e think it desuable to undei take so long as we can do 
so without excessive mcoinenience namely, to pay lupees to all tendeiers 
ol gold and to give lupees m encashment of cunency notes to all wno piefer 
rupees to soveieigns 
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18 Proposal (4) of paragraph 6 is for the convemion of the present 
Government Rupee Paper Investment of JO cioies into Sterling Securities 
of the Government of India Our Honourable Colleague pioposes to make 
this change very gradually, m oidei to avoid causing a mateiial depieciution 
in the maiket \alue of mpee papei, and a consequent nijuiious effect on’ 
future rupee loans Section 20 of the Paper Currency Act requires the 
Reserve to be invested “ in Secmities ol the Government of India ” If, as 
appeals to be the case, this expression includes steilmg as well as nipee 
secmities of the Government of India, and the change can be made without 
fresh legislation, we lecommend this pioposal also foi sanction 

inl9 With legaxd to proposal (5) of paragiaph G, the follow mg doubts 
are entei tamed m some quniters — 

Fasti}, doubt is felt as to the desn ability of i educing, even giadually, 
by so large an amount as is proposed, Ihe existing gold stock in the 
Paper Cuirency Reseive, until the stock m the new Special Gold 
Reseive has attained some magnitude 

Secondly, it is doubted whether an mciease of the Paper Cuirencv 
Investment by so laige an amount as from 10 to 15 crores will be 
geneially appioved If yom Loidslnp dnects us to proceed with the 
pioposal, the hr-^t step would be to consult the Cliambeis of Commeice, 
setting beioic them the facts of the note cn dilation up to the present 
time, as was done m the enclosui es of the Despatch No 131 of 2nd June 
1896, when the last increase of the investment, fiom 8 to 10 crores, 
was proposed 

Tlmdly, to give effect to tue pioposal, legislation will be lequned both 
m respect of the mciease of the investment and in respect of the power 
to make the investment m Butish Consols And doubts aie felt as to 
the expediency of mtioduemg, at the piesent time, fiesh legislation to 
ensuie the stability of a cun ency policy which, though it has so fai 
been attended with giatifying success is still not entneR beyond the 
expenmental stage , such legislation might possibly excite apprehen- 
sions both as to the confidence entertained b\ the Government of India 
m then own polici , and as to the success of the policy itself These 
doubts aie, howevei, not shaiod by om Jlonouiable Colleague m the 
Finance Dopaitment 

20 Doubtless yom Loidslnp will be able to estimate the value that is to 
be attached to these doubts aud to advise us as to the steps that it maj be 
desnable to take m puisuance of the object winch w r e aie all agieed in 
commending to youi Loidship’s favourable attention 

We have, Ac , 

(Signed) Cur 70 n or Kedliston, 

Ac , Ac 


Enclosmes of Lettei from the Government of India to the Secretmy 
of State, No 302, of 6th Septembei 1900 

I — First Minute by the Honour xbll Sir Edwxrd Lviv 
Gold Exchange Fund 

Cncumstances seem to lendei advisable an eaily decision on the question 
of the propei manuei of dealing with profits derived from the coinage oi 
rupees 

This question is not only important m itself, but it also involves 
important subsidiary considerations 

2 I think it is necessaiy befoie recoidmg an opinion on the question of 
the manner in which it is ctesuable to deal with the piofits on coinage, to 
consider the actual situation as legaids the Cunency Reseive and the 
accumulation of gold which it now’ includes and which has become an 
unexpected embarrassment 
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■ 3 The following table shows the steady mciease of gold m the Cunency 
Reseive and the corresponding decrease in silver — 


1 




! 

Silver Com 

Gold 

Gold held 
in EngHnd under 
Act II of 1898 

On loth April 1899- 



_ 

Us 

1 1,62 20,568 

Rs 

3,24,97,251 

Rs 

„ 15th Mny 1899 - 

- 

- 

- 

14,30,68,556 

5,42,77,538 

_ .. 

„ 15th Tutio 1899 - 

- 

- 

- 

14,71,00,255 

3,44,44,964 



„ ’15th Juh 1899 - 

- 

- 

- 

15,59,26 213 

3,54,21,676 



„ lotli August 1899 

- 

- 

- 

1 5,55,93,533 

3,83,50,786 



„ 15th Septomhoi 1899 

- 

- 

- 

13,68,50,748 

3,83,50,786 

— 

„ 1 5th October 1899 

- 

- 

- 

12,35,18,157 

4,17 17,612 



„ loth November 1899 

- 

- 


10,81,49,860 

5,56,46,119 

97,50,000 

, lotli Decombor 1899 

- 

- 

- 

9 03,60 872 

6,33,25,197 

1,12,50,000 

„ loth Jinunn 1900 

- 

- 

- 

6,99,10,036 

7,58,68,068 

1,80,00,000 

„ 31st iTaim iry 1900 

- 

- 

- 

6,77,81,653 

8,11,70,551 

2,25 00,000 

„ loth Fein n u \ 1900 

- 

- 


5,85,16,371 

9,50,70,065 

2,25,00,000 

„ 28th Fehruuy 1900 

- 

- 

" 

4,91,20,678 

10,08,99,396 

2,25,00,000 

, loth M in h 1900 

- 

- 


1,96,11,326 

10,82,66,608 

2,25,00,000 

„ 21st Much 1900 

- 

- 

. 

5,21 72,122 

11,25,00,187 

2, 25,00,000 

„ 15th Apt il 1900- 

- 

- 

- 

1,13,32 582 

1 1,78,55,657 

2,25,00,000 

, 30th Aptil 1900 

- 

- 


5,69,69 539 

11,91,94,965 

2,25,00,000 

„ 15th lln 1900 - 

- 

- 


5,66,18 3 56 

12,39,23,178 

2,25,00,000 

„ list Mil) 1900 - 

- 

- 

- 

1,67,03,314 

12,47,17,395 

1,50,00,000 

,, 7th June 1900 - 


- 


4,76,11,309 

12,52,31,860 

1,50,00,000 

„ 18th June 1900* 

- 

- 

- 

5,47,36,063 

12 56,64,331 

75,00,000 

, 22nd June 1900f - 

- 

- 

- 

5,96,27,989 

12,57,86,505 

75 00,000 

30ili June 1900| 

- 

- 

- 

6,9 5,63,359 

12,72,78,115 

75,00,000 

, 7th Juh 1900f - 

- 

- 

- 

6,91,11,510 

12,81,72,639 

75,00,000 

, loth Jill) 1900t 

- 

- 

- 

7,01,27,913 

12,81,85,681 

75,00,000 

„ JitulJuh 1900t 

- 

- 

- 

7,11,96,228 

13,51,70,976 

75,00,000 

, list Juh 1900t- 

- 

- 

- 

6,99,60,523 

13,03,80,786 

75,00,000 

, 7th August 1900f 


- 

- 

6,57,83,707 

12,77,28,222 

75,00,000 

, 15th August 1900t 

- 

- 

- 

6,13,61,618 

12,69,36,711 

75,00,000 

, 22ml August 1900t 

* 

* 

- 

5,79,71,9 55 

12,72,03,794 

75,00,000 

. 









* 1 lit. lStlun'tcKl of tlio 15th lutic is taken so ns to include the tnnsterof 100,000/ of tlicgoUl held m London 
winch took place on the lfith Tune 

t lliese Intel figtucs were a Med iftcr this minute wns wntleu 


1 It is impoitant to enqnnc into the causes which ha\e led to this 
unexpectedly lapid accumulation of gold m the Curiency Reseive Increase 
of population, economic development, and wastage ol coins aio all causes 
which must pioduce a steady demand foi additions to the com cu culation, 
and though my impression is that, under oidmaiy cu cumstances, India 
requncs lelatively only a very limited cnculation, I am inclined to think 
that, oven without abnonnal influences, the amount of com m cnculation had 
latteily become insufficient to meet ordmaiy lequnements 

5 But, besides the oidmai) factois inducing demands foi an increase 
of cunencj, abnoimal influences have lecently veiy senously aflected the 
situation The great bulk oi the population is pmely agiicultuial The 
agncultuiist, m oidinary tunes, has little lequnement foi money m the 
shape of silvei com , he is himself tile pioducei of a laige piojioition of the 
food he consumes and his othei wants which must be satisfied by pui chase 
are trifling In seasons of famine, hotvevei , the situation is changed The 
food consumed by the suffenng agncultuiist must be purchased and paid 
foi with com, and as ciedit dries up m times of distiess, all Ins othei 
requncments must equally be paid for m cash 1 ' 

b I think that we have only to considei the vast numbeis who, undei 
ordmaiy circumstances, pioduce then own food and enjoy credit foi then small 
purchases and whose wants can now only be supplied by cash pui chases, to 
realise the enoimous mciease in the circulating medium lequned to meet 
this unusual situation I conclude, theiefoie, that the chief cause of the 
continual tenders of gold wffiich has passed into the Curiency Reserve is the 
large and unusual demand for lupees induced by the famine, and that the 
geneial supply of lupees being limited and piovmg insufficient to meet these 
extraoidmary lequnements, a (ham was caused on the Currency Reserve, 
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where, alone, a certain nnmbei of rupees could be immediately procured by 
tendering gold for exchange , fui thei , I may point out that, if my supposition 
as to the cause of the diam be coneet, there is nothing to check it as long 
as famine continues to cause an unusual and increasing demand foi silver 
com 

7 The demand foi lupees, which lapidly developed m the spung months, 
has been veiy gieat, and the impossibility of immediately satisfying it led 
to senous and unpleasant consequences m April last On 11th April the 
officials of the Cunency Depaitinent m Calcutta, who, eaily m the da}, had 
been obliged to lefuse to cash cunency notes foi thiee lakhs of rupees 
piesented bv an impoitaut him m the oidinary course of business, were 
finally obliged to close the office befoie the piopei time, having no furthei 
lupees m hand to meet the cunent leqmiements of the geneial public This 
failuie m Calcutta was accompanied by the failuie of the Treasunes m 
Cawnpore and elsewheie m the Noi th-Westein Tiovinces to cash notes, 
which, though not bound by the law to do (elsewlieie than at the offices of 
the lespective issue circles), the} had been m the habit of doing In 
Calcutta much inconvenience w as caused to the meicantile and manufactui mg 
comminute whilst m the piovmces, not only weie tiadeis and manufacturer 
mcomenienced, but cunency notes linmediatel} became subject to a serious 
discount leaching to pel cent even m ail impoitaut commeicial 
centie like Caw npoie, and thus showing that ihc tonfidenec of the geneial 
public m the fiducial} note muiencv lias been unpleasantly shaken 

Such a state of aftans, if not pi omptly lemedied, would inevitably have 
led to iurtliui mci easing demands, impossible tosatislv, foi encashment of 
notes at all the fieasuiies thioughout India 

8 The Government piomptl} took the only possible measuies to meet 
the situation and made consideiable purchases ol sihei foi coinage The 
total amount of silvei so puichased since the beginning of the financial 
}ear will, with the 500,0001 woitli bought m Maicli, lesult m a total addition 
ol above l 1 , cioies of lupees to the cnculatmg silvei cuirenc} The 
pui chase, tiansport from Eui ope, and coinage ol silvei unfortunately, 
hovvevei, take considerable time, and it was evident that if the demand foi 
mpeees, m exchange for tendeied gold, continued unabated, lequnements 
would continue to exceed the supply, pending the coinage of the new 
lupees, it was, therefore, leluctantly determined to tempoiarily check the 
importation and tendei of gold, by defenmg payments foi gold bullion 
tendeied at the mints, foi 00 dayb aftei acceptance By these measuies and 
by the energy ol 51 1 Cox, the Comptrollei -Geneial, m arranging lor the 
lapid tiansfei of balances horn one Tieasuiy to another, the crisis was 
passed without moie senous lesults than I have mentioned, but it is 
impel ative to take steps to pi event the l eminence ol such a situation, and it 
must be admitted that all the measuies enumeiated as lecently taken weie 
moie oi less open to objection 

9 The iapid mciease of the lupee coinage, without some definite guiding 
principle legulating the limits ol mciease is to be depiecated as likely to 
induce wdiatevei dangeis aie to be ieaied horn a subsequent ledundancy of 
lupees The checking ol the importation of gold, even though tempoiai}, 
when suddenly decided on, must piejudue the legitimate opeiations oi 
pi iv ate impoiteis, and, m any case, measuies tending to impede the iiec 
nnpoitation of gold aie dnectl} opposed to the wise geneial policy mi- 
com aging such nnpoitation Even abnoimal tiansieis of Tieasuiy balances 
aie objectionable as involving consideiable expense and upsetting the 
caiefully consuleied plans for the manipulation ol these balances 

10 It is evident that had the Cunency Reseive not been oveiweighted 
by the accumulation of gold, the sudden demand foi a laige liumbei of 
rupees could have been sufficiently met to give time foi fuithei coinage, 

1 this inchult-. the outturn (ibout 3 "> I lahliA fiom 1,100,000/ worth of silvei pun li ised in 
Lnglmd in quantities of lnlf a million's vvoitli it » time, and also the outturn (about 6 ( > lakhs) 
from the N itne State coin and silvei bullion borrowed fiom Gwnlioi and to bo lepud next veir 
at its value i-- bullion It does not include the outturn fiom the list piuclui«c (of -100 000/ 
XV 01 th) ill England, oi from the purebises in ludn in 1899-1900 ’ 
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without incurring all the difficulties wlncli have been experienced during the 
last lew months, and it would therefore seem necessaiy to take measures 
for reducing the proportion of gold now held m the Reser ve The question 
of the advisability oi taking such measuies involves, howevei, other 
impoitant considerations 

11 The lecoided opinion of the Cunency Commission is unanunors as 
legal ds the necessity of a ceitam gold reseive being held foi exchange 
puiposes No veiy dehmte decisions appeal, hover ei, to have been aimed 
at as to the nrannei oi obtaining the gold to ioim the desned reseive, the 
conditions undei v Inch the leseive innd should be held, or the amount of 
gold which it is desnable to hold m such a iund Oncumstances, which 1 
have alieady described m these notes, had howevei, already led to a 
commencement ol accumulation of gold in the Cunency Reseive at the date 
when the repoit of the Cunency Commission v\as published, and this 
accumulation has, undei the influence of extraoidmaiy famine requirements 
foi mpees, since lapidly mcieased, until on loth May last ve had m the 
Cunency Reseive milkons steilmg oi gold, equal to a propoition oi 
exactly \ tlis of the total stock of bullion and coin held as secunty for the 
note issue By the 18th June the situation had been impioved by the 
release of one million of the gold held m London, and the gold tlien held in 
the Cun ency Reseive vas 8,877,622? , oi ovei two-thnds of the whole com 
and bullion leseive The stock oi gold ve now hold maj thus be taken at 
nine millions steilmg 

12 The question of the amount of gold which it may be safe to hold m 
the Cuneucj Reseive was discussed last November, when the Comptiollei- 
Geneial pointed out very eleaily the dangers which might ensue iiom the 
accumulation of too huge a piopoition At that date the Coniptiollei- 
Geneial expressed the opinion that more than 5,OUO,UUO? could not be held 
in the leseive in safety, and the llonouiablo Mi Davkins, in a note dated 
1st Docembei 1899, indicated seven to eight millions as an amount which 
might lie admitted undei iavouiable cneumstances Any decision vas, 
howevei, leserved until e\penence should have thiovn moie light on the 
subject, but 1 ventuie to submit that it has now become necessary to take a 
decision on this point, m conjunction with that oi the piopei manuei of 
dealing with coinage piohts 

13 And first, I would call attention to ceitam cucumstances and con- 
ditions m connection with the accumulation of the existing stock of gold in 
the Cunency Reserve The sole object foi which the Cunency Reseive vas 
originally constituted was to provide the necessaiy secunty foi the encash- 
ment of notes, on presentation, and tlieie was certainly no idea of utilising 
the funds so held foi exchange or any otliei pui pose not dnectly connected 
with secunty for the note issue The connection which has now ansen 
between the Cunency Reseive and the maintenance of exchange appeals to 
me to have come about m a somewhat fortuitous mannei It is of couise 
evident that it is unnecessary to hold the whole of the funds constituting 
the secunty foi a papei currency m the com m which the notes ..ssuecl aie 
payable on demand, and it has, theiefore, been admitted that a certain 
propoition of such funds may be invested in some leadily convertible 
security The amount thus invested by the Government of India has been 
vaned flora time to tune, m propoition to the amount ol papei cunency 
circulating in the hands oi the public, and now stands at 10 cioies The 
decision fixing the limit of 10 cioies was taken aftei considerable discussion 
in 1S96, and even if it be admitted that this was the maximum piudent 
limit ol safetj at that date, cucumstances have since shown that it is a limit 
which can now be safely exceeded It has been exceeded bj the amount oi 
the stock of gold now existing m the Cunency Reseive 

14 The fact is that, wheieas it is essential that the Currency Reserve 
shall provide a sufficiency of the class of com which the public have the nghi 
to demand m exchange foi notes which they may present foi encashment, the 
existence oi gold m the leserve, although it has been declaied legal tender, 
cannot satisfy the legitimate requirements of the public as regards such 
demands Owing to the smallness of the sums i epi esentrag an enoimous 
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piopoition o £ coinmeicial tiansactions, and the very consei vative habits of the 
people no one at piesent lecpuies gold as a circulating medium in India, and 
consequently the existing stock, as lai as euuency pmposes aie concerned, is 
ol no immediate practical value m case of sudden demands ioi the encash- 
ment oi notes The only way m which it lepicseuts suitable secunty foi the 
papei cunency is that it is conveitible by sale into silver bullion, fiom yvlnch 
bullion lupees may be coined Hence undoi existing conditions the gold m 
the Cunency Rcseive can only be consuleied as an investment subject to the 
same conditions as tlie 10 cioics held in Government securities, and m 
pei nutting the piesent huge gold investment the limit of safety foi the con 
\eision ol notes into the cn culating medium leqmied by the people has been 
passed, and serious diiliculties ha\e been encounteied, whilst we aie lai irom 
having acquired tlie stock ol gold lequisite foi exchange pmposes 

15 As a insult of these consideiations it must, I think, be admitted that 
the amount oi gold which can saiely be held m Ihe Cunency Resell e must 
ioi the piesent lie legulated by the same mles as would guide the consideia- 
tion oi the amount by which the piopoition invested m Go\ eminent secunties 
could be saiely inci eased Pending an mcieasein the note circulation (which 
is, i think, to bo dcsned, and which can, I believe, be attained) oi some otliei 
change m existiug conditions, I am of opinion that a maximum sum of 
appioximately 7,000,000/ in gold ilia) now be saiely held in the Cunency 
Rcseive 1 should not, howevci, wish to be bound absolutely to this liguic, 
which is nccessai lly an aibitnuy one, and paiticulaily 1 should not wish am 
public announcement to be made winch might seem to tie the hands of the 
Government m the event ol cucumstances, at piesent nnfoieseon, leudoimg 
its i eduction heicafter desnahle 

1(3 li it be accepted that 7,000,000/ is the maximum sum winch, under 
existing conditions, can be held in gold in the Cunency Reseive, in addition 
to the 10 cioies alieady invested, it is evident that such assistance as can be 
obtained irom mmipulating the leseive will fail to piovide the sum m gold 
which it is consideied advisable to hold m connection with the maintenance 
oi a steady exchange So la i no authonty lias ventmed to name a delnnte 
sum w Inch should suthce ioi this puiposc, but theie is a geneial consensus 
ol opinion, in which I hilly concui, that a \eiy considerable sum is lequned 
The most leady w ly ol obtaining such a laigc sum is by gold honowings, hut 
the opinion of the Uuricncy Commission was sliongly hostile to such a tonr-e, 
and tne question, theiefoic, lcmams unansweied I low is the necessary stock 
ot gold to be obtained ■* 

17 Ido not piesumc to ollei any cut and dn solution of this difficult 
pioblein, but I venture to ollei ceitain suggestions winch, li adopted, would, 
1 believe, go a considerable way tovvauls meeting the dilhculty I piopose 
to ci eate a special “ Gold Exchange Fund ” independent ol, but in case of 
eUicioi dimiy lequncmeuts foi exchange pmposes to be used m conjunction 
with, the gold lesouices of the Cm lcncy Rescivc The foundation oi this 
iund would be the pioht to be realised by com ei ting into lupees the excess 
above 7,000,000/ now held m gold in the Cunency Rcseive The total sum 
m gold held m this leseive being to-day about lime millions steilmg, tlie 
piotit on the pioposed opeiation would bo about 700,000/ 

IS To the 700,000/ thus piovuled should be added the piofits on coinage 
since the commencement oi the financial yeai, amounting to 1,000 000/ 
'Ihe money lepiesentiug those pioiits lias, loi the moment, been employed to 
meet demands in connection with the laninie, and paiticulaily to enable 
Government to make laige loans and advances to Native States, winch include 
a loan of two cioies to the Ni/am, but, though piofits on coinage foun part 
oi oui geneial lesouices, I am in lull accord with the Cunency Commission 
m considering that they should not be tieated as lcvenue, but should be set 
aside foi cunency and exchange lequnements, and the 1,000,000/ winch 
has now been tempoianly employed to meet piessmg demands should be 
paid into the “Gold Exchange Fund” as leimbuisements of the loans aie 
efiected 

I would thus open my new leserve fund with a combined cash and 
ci editor balance amounting to nearly 1^ millions steibng, yvinlst 7,000,000/ 
yvould still be held m gold in tlie Cun ency Reserve 
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19 But tins initial reserve is evidently too small, and measuies should 
be taken to stiengthen it In the hist place the fund should be steachlv 
increased by the addition ol piofits on future coinage It is impossible to 
say what annual additions to the i upee cuncncy may be lequned to meet 
the demands induced by economic development (m which I expect that 
railway development will take a laige pait, if we aie able, as I hope v\e maj 
be, to give some impetus to railway development), and by wastage , but fiom 
such data as I have been able to obtain, I think it quite likely that the 
demands on these accounts will leach two cioies of lupees pei annum, on 
which the piofits to be passed to the Gold Coinage Reseive would be 
approximately 475,0001 pei annum 

20 I now pass to the consideiation of fuithei measuies u Inch may, and 
should, I think, be taken to provide foi additional automatic mciease of the 
stock of gold to be held m the Gold Exchange Reseive I have alioady 
pointed out that the accumulation oi gold m the Cunency Reseive was due 
to fortuitous cncumstances and that although up to a ceitam point it sei\ed 
a most useful puipose, it has nevei theless been proved that the stock ol gold 
which can be held m the leserve can nevei become adequate to meet the 
contingencies of exchange lequnements, uhile it maybe pioduetivc under 
ceitam cncumstances of considerable difficulties , and I have shown that 
theie is no piactical diffeience under existing conditions between investments 
m gold oi m mteiest bearing securities, as regaids the objects foi "which 
the Cuirency Reseive was created by law 

21 The fact is that -when the funds m the Cunency Reseive vein 
diverted fiom then ongmal puipose and taken as providing secunty foi 
the maintenance of a steady exchange, a i ad real and peihaps uncontem- 
plated change was introduced, and at the lisk of being considered some\ hat 
conservative I would venture to suggest that it would be moie piudent tc 
levert, as fai as possible, to original conditions as regaids the treatment of 
these funds The ongmal conditions are that all funds m the Cuirency 
Reserve must pnmanly be held with the object and foi the puipose of 
secunng the prompt conveision of notes into such com as the public may 
legitimately lequne The reduction of the stock of gold m the Cunency 
Reseive by the conversion into lupees of the excess above 7,000,0001 will, I 
hope, lestoie the condition that the leserve should suffice to meet all 
legitimate requirements foi the encashment of notes, but I think that we 
should go a step further m the same direction, and as fai as possible, follow 
the old lule of investing such poition of the Reseive as is not required to be 
held m com for the conveision of notes I would pioposc then to invest at 
least 5,000,0001 of the 7,000,000Z , which I consider might now be held in 
gold independently of the necessity of piovidmg foi the 'immediate exchange 
of notes into lupee coins The investment should, of couise, be made 
gradually, though at as early a date as may be peinntted by practical con- 
sideiations m connectiou with all classes of investment and piopei caie to 
avoid undue depletion of our stock of gold metal 

22 I should like to see the total invested securities mcieased to the 
equivalent of 12,OQO,OOOZ , and 1 think that theie would be no objection and 
even a certain advantage m retaining m gold the uninvested smplus of the 

7.000. 000Z which we think mav continue to beheld otherwise than in lupees, 
without affecting our capability to give lupees foi notes -when lequired 

23 The next question is the form m which the pioposed investment 
may best be made I would piopose to invest the sum taken fiom the 

7.000. 000Z , now m gold, m Bntish Government Funds I would further 
piopose to giadually conveit the piesent investments m rupee paper into 
Indian Go\ eminent gold secunties, and -when these opeiationb rveie com- 
pleted we should have about 12,000,000Z m leadily saleable gold secunties 
bearing mteiest at an average late of about 3 pei cent 

24 The mteiest on 12,000,0001 at 3 pei cent would yield annually 
360,0001, and I have no hesitation in saying that, as long as funds aie 
requhed foi cunency and exchange puiposcs, tins annual sum should be 
devoted to inci easing the stock of gold m the Gold Exchange Fund In frve 
yeais, allowing for compound interest, we could add from this source about 
1,960,000Z to oui stock of gold, and m 10 years about 4,250,000Z 



120 


1101X1 COMMISSION ON INDIAN ! INAXOV 


25 The net icsult of mv v.mous proposals would bo tlwt including 
gold to be immediately placed in the Gold Exchange Fund, gold to be paid 
into that fund on the leunbui semen t of famine loans, gold now existing and 
to be maintained in theCuiiomp ltesci \ e, profits Jioni future coinage, and 
accumulation of interest on gold investments belonging to the Cmrenej 
llesci vc, u e should, fn e x eats hence, hold a stock of gold of about S, 500,0001 , 
and m anotliei five years \vc should have added neatly 4,500,0001 more 
Fmtliei, in case ol necessity, we should be able to leplenislt this stock bj 
the pioht on the sale and convulsion into mpees oi our readily saleable gold 
investments, amounting to 12,000,0007, whilst our lesomces loi giving 
mpees fot notes liom the Ounencx Reseive would remain intact 

26 I do not lose sight of the fact that, howevei icadiR saleable om gold 
investments, fhe\ aie not quite the same thing as ictiial gold, hut holding 
such a sum as I contemplate m the actual metal, llieio would, undei all 
conceivable cucumstances, be plentx of tunc to effect gnidual sales of the 
secunties foi the leplcnisliment of the stock of gold, should the necessity 
anse 

27 In my calculations of the stock of gold which it mav be possible to 
accumulate within a gnen penod, I have taken no account ol the possibility 
of a continued inllux of gold lesulting Jioni such lieaxx demands foi mpees 
as wo June lecently txpcnenced, but 1 lane tuced the causes of these 
demands and stated lm leasons foi oonsidetmg them as abnoiin.il aiulome 
the amount of ciiculation is bi ought up to the lc\cl ol noimal lcqunonicnts 
and the piessme caused In famine lequncmenls is lcheicd, 1 belieie that a 
steady annual addition to om mpee circulation (which 1 ha\c ten tutu eh 
estimated at two cioies) will piexent the rccuiicutc of imdesnable piessme 
and the lesulting spasmodic impoitation of gold 

2S There lemams loi cousulciation the question of piopci manipulation 
of the funds which max be accumulated loi the pm pose of meeting cuircncx 
requuements and legulating exchauge 

29 As legal ds cunency l equipments, 1 do not think that theie is ant 
difficultymairiMng.it a decision The lesources of the Cmitncx Reseixe 
must in the Inst place lie kept equal to pioiicling foi the encashment of 
notes on presentation, in mpees, and 1 liaxe pioposed foi tins pmpose to 
hold m silvei coin anx excess m tlmt psenc aboio the combined unount of 
tlie 10 cioies now invested, togetliei with the 7,000,000? which 1 piopose to 
bold in gold and gold secunties Any excess ol gold abo\ e the sum indicated 
should be immediately conveilecl into mpees bj the puichase ind coinage of 
silvei bullion This geueial mle will applx as long as the demand is foi 
mpees, but the convcise case max anse , it may happen that loi the 
legitimate pmposcs of tiade theie may be demands foi gold lm which 
mpees may be olleied, and that unless this demand foi gold is piomptlj met 
within reasonable limits, ail undesii able fall m exchange w ould icsult buch 
demands may temporaiily lie hear x, though I do not think that they are 
likely to he piolonged To meet them it will Ire nccessap to gixe gold out 
of the Cunency Reseixe and leplace it lrv the nominal equivalent m riqrees 
but the amount of gold in the Cunencj Reseixe will be xeiy limited and 
maj easily pi ove insufficient to meet legitimate 1 equnenients, and it will 
then be necessan to fall back on the stock in the Gold Exchange Fund 

30 Should this necessity aiisc, I would, m the lust instance, letam m 
the Gold Exchange Fund the mpees which I had been obliged to accept m 
exchange foi gold, m the hope that the demand loi gold might pioxe 
temporal y, and that I might, at not too gicat an mteixal ol time, Ire able to 
once moie exchange these mpees foi gold to meet demands caused bx a 
contraij cui rent of tiade lequiiements I xvoulcl deiei as long as possible 
the expedient, xvhicli I look upon as a last lesomce, ol melting down mpees 
and selling the bullion foi gold Befoie being duxmn to such extieimtics as 
the adoption of tins measuie would indicate, xve should fall back upon the 
resources offeied by the gold secunties held m the Cuireney Reseive 
These securities could, as occasion might anse, Ire tiansfened to the Gold 
Exchange Fund, then place m the Cunency Reseive being taken bx mpees 
Jiawnfiom the foimei fund, and xvhen thus tiansfened they might gi.ulually 
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be sold to meet lequnements I should point out that under the cuciun- 
stances referred to, the tiansfex of rupees to the Cnnency Resene, in 
replacement of imestmeiits withdrawn lioni that fund, could not cause am 
practical difference in the constitution of tlu& leseive, ioi although the 
rupees transfei led to the Cunencj Reserve would not affoid anypionsion 
for the encashment of notes m the form of cunency at the time m demand, 
the presence of the gold investments belonging to the Cunency Resene 
would equally fail to provide for the same demand 

31 It may be objected to my proposals that the lesult of then adoption 
would be, at the outset, to dimmish the stock of gold we now hold, and th.it 
it would take some time befoie the various measures I have suggested would 
make good that loss 

I think the practical answ r er to that objection is that jnactical necessity 
has alieady obliged us, without any theonsing, to dimmish the stock of gold 
by drawing on it foi the pui chase of silvei to be coined into lupees, and 
that no definite pioposals ha\e hitherto been made foi piovidmg foi its 
automatic mciease without renewing the difficulties vm have experienced 
through an inconvenient accumulation m the Cunency Resell e The sj stem 
I hare pioposed wall not leduee by one soieieign the amount oi gold which, 
whilst depending, as we do now, solely on the lesomces oi the Cnnency 
Reseive foi its retention, we cju hold with safety It does provide fcr the 
futuie automatic mciease oi our stock of gold, though I admit at a slow er 
rate than is desirable, but half a loaf is bettei than no biead, and li we 
adhere to tlm resolution of declining to bonow to int lease 0111 gold stock, I 
fear that it is impossible to devise any system by which we could attain 0111 
desned ends more lapidly 

32 I now conclude and in so doing I ventuie to i epeat that it has been 
geneially admitted that we should hold a consider rble stock of gold foi 
exchange ptuposes — that no pioposal has been autlxontatneh put ioi w aid 
for piovidmg this stock of gold without s telling bon owing- — that the 
expedient of accumulation of gold m the Cunency Reseive has passed the 
limits of safety and has biought us into difficulties- — that it is impeiatne to 
pievent the lecunence of such difficulties — and at the same time it is 
necessary to decide on the means to be adopted foi acqumng the stock of 
gold lequned to ensiue the success of oui geneial cun cm r policy 

(Signed) E EG Lvw, 

28th June 1900 


II 

MlMJTE 111 Ills Excel LLNC\ THE \ ICEHOl 

The mam pioposal of Sn E Law r is the cieation of a new Gold Exchange 
Fund, the objects of w'hich aie cleaily desenbed, and the methods of con- 
stituting which appear to be the follow mg — 

(1) It is pioposed to set aside the lecent and all future piofits dem ed fiom 
the coinage ofsiher, to be kept m gold as the nucleus of this 
fund — to be available foi the withdiawalof mpeesfiom cnculation 
and to pic\ exit redundancy of com, should this be found necessaiy 
at a latei date Tlieie aie some who decline to believe that such a 
ledundanev is at all likely to occur, and who say that howevei fast 
we may coin oui lupees, we shall find a use foi them I under- 
stand Sn E Law, howevei, not to shaie this confidence The 
initial objection may be laised that by whatever sum is thus with- 
drawn fiom oui general balances, w r e shall mciease the amount of 
oui annual loan (winch cannot, I imagine, be denied), and it may 
be =aid that this is doubtful policy, seeing that w e always have to 
pay moie for oui investments than we recene fiom our boriowmgs 
Notwithstanding this objection, the scheme now r put foi w ard, whit h 
was first suggested b} the Cunency Committee (paragraph GO), 
may be justified if its object be to maintain our stock oi gold, and 
thereby to ensuic 1 he niiccess of the cunency policy upon which we 
have embaiked Sir E Law pioposes to make a start with the one 
V 190b8 M 
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million steilmg of piofits which has already acciued fiomonr very 
heavy coinage in the picsent yeai He speaks of this million as 
having already been employed, and this I understand to be the 
case But if this be so, and if we have to pay the equivalent into 
the new Gold Exchange Eund, will it not mean an addition to the 
amount that we shall have to laise by loan at oui next borrowing ’ 

(2) Fiom paiagraphs 24 and 25 of Sn E Law ’s minute I gathe: that a 

fui tlier source of supply will be “ the accumulation of interest on 
“ gold investments belonging to the Cunencj Reserve ” Pre- 
sumably this also imolves a subtraction from oui oi dm an resources 
and an addition to the amount of oui annual loan — a sacrifice 
which, as m the ioimei case, mar be held to be justified by the 
ulterior objects m view 

(3) The third constituent of the new fund is to be the piofit denved bj 

taking and convei tmg into r upees am e\cess that tin re may be or or 
a maximum of 7,000,000? m the gold stock maintained in oui 
Cuirencj Reserve The excess is at piesent 2,000,0007 , and the 
piofit would bo about 700,000? 

All these me proposals that atnke me as adaptations, adjustments, or 
developments or oui existing cun ency policy, which aie intended to imest 
it with gieatei stnngth, and which maj fanlj be submitted to the Secielarj 
of State 

2 But theic aie two moie pioposals which Ilonouiable Membei advances 
foi the still fiuthoi leplemshmont of Ins fund — 

(4) The hist of these is to take 5.000 0007 out of the maximum of 

7,000,0007 to which we shall, as above descubed, have i educed 
the stock of gold m the Cunencj Rescue, md to invest it bv 
giadual degiees m Butish Government Funds, it, in Consols 
I confess that I do not quite undei stand this proposal, which 
seems to me to take aw r a> with one hand what has been conferred 
with the otliei If we have just decided that 7,000,000? ought 
to lie kept m gold in the Cuncncy Reseive, why piopose to reduce 
it simultaneously to 2,000, U00? ’ Honourable Membei foicsees this 
objection, for he sajs in pnagiaph 31 that the insult of his 
proposals will be at the stait to diminish the stock of gold 
which we now hold, and that it will be some time befoie that 
loss is made up But this lesull and this risk seem to me to lie 
inconsistent with what I undeisland to be the mam object of his 
policy, namely, the at cumulation of a strong gold reseive Bv 
the proposals which I have marked (1), (2), and (3) he has been 
steadily accumulating this stock of gold , bj* (1) it seems to me 
that he proposes to i educe it 

3 Now the 5,000,000? that is thus subtracted liom the Curienej Reseive 
is, I undeistand, to be added to oui geneial cuirency investment, which 
would theieby be raised fiom lOcioies to 17] cioies (71 cioies = 5,000,000? ) 
I would ask, can we do tins without legislation’ Does Honourable Membei 
contemplate legislation ’ Has he considered whether the Secietaiy oi State 
will sanction such legislation and wdiat public opinion will say about it m 
this countiy’ Moreover, shall we be wise in raising oui currency invest- 
ment to so high a figure m ielation to oui existing cn dilation of cuirency 
notes’ In oui Despatch of IStli Januaiy 1900 we contemplated “ advancing 
“ giadually to a situation in which (instead oi having 17 cioies oi coin as 
“ against 10 ciores of securities) one-hali of the Papei Cun ency Reseive 

should be m com and one-half m securities” But the new pioposal 
would appeal to mveit the piopoitions and to involve a complete change 
of policj 

Again I would ask, if it is now consideied desirable to increase the 
cun ency investment by 5,000,000? , is it necessaiy to take this sum fiom 
llrat paiticulai source ’ Honourable Member admits that the process is 
intended to be gradual But why should he not tmst to his othei giadual 
processes, already enumerated, eg, piofit on coinage, Ac ’ Will they not 
m time give him the sum that he desires ’ 
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4 — (5) Finally, Sir E Law pioposes (paiagiaph 21) “to gradually 
“ oonveit the piesent investments m rupee papei into Indian Government 
“ Gold' Seciuities ” He does not give any other leason foi this than the 
desne to increase the sum total of his saleable gold securities 

But are not oui investments m lupee papei v eiy useful, andveiy easilv 
comeitible into rupees in times when, as latch, «e hate had a great demand 
foi the encashment of cuiiency notes'? 

I hazaid these doubts about (4) and (5) not because I piesume to set up my 
financial authority against that of Honouiable Membei, but ior two leasons 
fiistly, I am not convinced that they are necessarv foi the success of his own 
scheme, secondly, I have a natural suspicion of any thing that may tend, 
m the piesent early stage of our cuiiency policy to cause alaim Most 
things that the Government of India do m the * eg ion of finance are mis- 
lepiesented , many aie misunderstood We aie constanth accused of having 
no confidence in oui policy and ol not pui suing it with consistency 

I think that we should be very careful about taking any steps that may 
seem to give giound foi these chaiges Events seem on the whole (m spite 
of the peculiaily unpropitious cncumstances arising out of famine and the 
enormous demand foi lupees that we have lately expenenced) to lie justifying 
as well as favouimg our big cuirency ventiue of last veai I think that oui 
motto should be Festina lento 

Sth July 1900 (Signed) Curzox oi JvLDLrsToN 


IH 

Second Minute m the Honour vble Sir Edw \pd Lwv 

It has been suggested that it might prove a convenience if Ivveie to 
endeavoui to give the explanations asked for m His Excellency’s minute 
dated Sth July 1900 I am veiy happy to accept this suggestion 

2 In His Excellency’s minute, paragraph 1 (1), the view that we pay 
moie for oui investments than we leceive fiom oui bonowmgs appeals to 
be fully accepted as exact I think, however, that with legal d to tins 
statement, wdnch may be in the mam collect, an important qualification must 
be borne in mmd The geneial truth of the proposition, as fai as my . 
proposals aie concerned, depends on the assumption that the pi ice of futuie 
investments made m connection with the pioposed Gold Exchange Funa 
wall always be highei than the price which at about the same time we shall 
be obliged to pay for our loans I should hope that this assumption will by 
no means always piove coirect, and furthei, even when the assumed loss is 
suffeied, the diffeience at appi oximately corresponding dates, between the 
puces of investments and new loans should suiely be so tiiflmg that it need 
not be considered as a senous objection 

3 His Excellency m concluding paiagiaph 1 (1) asks if it will not be 
necessary to bonow the million which I speak of as forming pait of the 
initial capital in the proposed Gold Exchange Fund It vv as not my intention 
to propose borrowing for this purpose In paragraph 18 of my fomiei minute 
I spoke of the new gold fund as to be opened w lth a combined cash and 
cieditoi balance of If millions sterling, my idea being that we might await 
the giadual rennbuisement of the famine loans and advances to Native 
States to change the cieditor portion of the balance into much to be desned 
cash 

4 In paragiapli 1 (2) the piesumption that the accumulation of mteiest 
on gold investments, foinnng part of the Cunency Reseive, would involve a 
subliaction fiom oui ordinaiv lesotuees, is conect 

5 In paragiapli 2 His Excellency asks “if we have just decided that 

“ 7,000,0001 ought to be kept m gold m the Cuiiency Reseive, vvhv piopose 

“ to leduce it simultaneously to 2,OOG,OOOZ 5 * * * 9 ” 

G 1 have appai ently failed to make myself sufficiently clear on this point 
I do not hold we ought to keep 7,000,000 1 in the Currency Reseive , I have 
indicated 7,000,0001 as the maximum sum which the geneial purpose^ oi 
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tlie Resei ve would peimit us to hold with saiety Fuithei m paiagiaph 20 
of my mmute of 28th June, I have pointed out that gold secmities mav foi 
practical purposes he consideied as the equivalent of actual gold, since we 
have only to sell the secunties, hv telegiaph if necessaiy, to lealise the 
equivalent m actual metal 

7 In paiagiaph 3 His Evcellency asks if om cunency investment can 
he increased without legislation > 

It cannot , hut I am prepared to lecoinmend legislation foi this pui pose, 
and independently of the paitieulai cpipstion we aie now treating, 1 hold that 
the e\penenee of this vcai has pioved that we can lock up a piopoition 
of om Cunency Resei ve equal to the sum of the piesent investment of 
10 ci oi es togethei with 7,000,0001 in gold We aie at the piesent moment 
holding consideiablj moie than this combined sum in a Joim winch does not 
pei nut of its immediate comeision into lupces 

S llis Excellency in paiagiaph 3 lecalls that m the despatch of 
18th Januaij 1900, it was contemplated to ad nance giaduilly to i situation 
m which one-hall of the Papei Ouncncj Resene should he m coin and 
one-lialf in securities It is ti uc that I pioposed to go beyond this piopoi tion, 
but not so veiy much The lecent aveiage cnculation of notes has been 
approximately 30 cioies (I have elsewheie stated that I have consideiable 
hopes of niateiially inci casing this figure) and the half of this sum foi 
investment would be 13 cioies I propose to invest \ 1 \ cioies, but 1 have 
given wdiat I believe to be sulficient leasons for considei mg this addition 
justihed by lecent experience, and, in am case, I pioposo 10 make the 
investment giadn.illy 

9 In the same paragiaphlns Excellency asks if giadual processes will not 
m tune give the desned sum m lmeslments 

Undoubtedly they would, if no mishap occmied dunng the slow piocess 
of mciease, but the quickei we can secure om accumulation of gold ind 
gold secmities the quickei will our position be assmed, and 1 have alieadv 
given my reasons foi appiehending no danger from the acceleration of the 
piocess by the measmes I have pioposed 

10 In paiagiaph 4 His Excellency obseives that I have given no leason 
foi the proposal to giadually convert the piesent investments in rupee paper 
into Indian Government gold securities 

I legiet the omission , to make things deal, the leason should have been 
given m my mmute undei discussion, but I intended to lotiun to the subject 
when dealing (elsewheio) with the geneial questions connected with the 
cnculation of notes, because 1 considei mv pioposal to be one of consideiable 
impoitance as regards the geueial pm poses of the Cunency Resei ve, and I 
am anxious to picss it fiom that point of view and independently of any 
pioposals connected with oui exchange policy 

11 When the system of investing a ceitaiu poition of the Cuiiencv 
Reserve was mauguiated, exchange difficulties had not made themselves 
appieciably felt, and since the investment was intended to be conveitible 
into lupees, m case of necessity, it w as natmal that it should be made in 1 upee 
paper To-day the situation is difleient, the maiket value and leady con- 
veitibility of rupee papei has been piejudiciallv influenced by exchange 
difficulties , theie is piacticallv no maiket out ol India foi lupee papei, and 
m India the maiket is so small and so easily depressed that weie we 
suddenly called upon to lealise om existing investments, we should, J feai, 
most senouslv depress then value and cieate something like a panic 

12 I may point out that investments in gold secmities cannot be 
piejudicially influenced by exchange fluctuations When it is desned to 
lealise gold secmities they can, in the laige maiket which they command, 
be immediately sold for gold, which can be used if that metal is lequned’ 
and if lupees should be required the gold lealised can purchase silvei 
bullion to be coined with piofit into rupees 

13 For these reasons, which I am confident would be perfectly accepted 
by the financial woild, I stiougly desne, as a measuie of safety, to see oui 
rupee investments conveited into gold secmities as rapidly as" the exeicise 
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of most necessaiy caution not to unduly distuib the maiket foi rupee paper, 
may permit This pioposal I should wish to put foi ward on its own merits 
and quite independently of any indnect connection u ith the exchange question 

14 1 trust that the consideration of these explanations will make it clear 
that I am not proposing any new depaitiue, but solely seeking to consolidate 
oui position on the hues of policy alieady adopted, and to accelerate the 
accumulation of the stock of gold on which the assuied success of that 
policy mainly depends 

15 It is not sufficient to adopt a policy in theoiy The practical 
woiking of the adopted policy must be caiefully watched, and whilst 
holding fast to the geneiai pimciples we have accepted, we must be ever 
ready to adopt such minor measiues or modifications m detail of piactice as 
expei lence may show to be necessaiy to assuie the success of the policy we 
have accepted 

27th July 1900 (Signed) E FG Law 


IV 

Tnirm Minute bi the Honourable Sir Edward Lav. 

It has been suggested that I should endeavoiu to summarise, with such 
explanations as may seem necessaiy, the conclusions aruved at on the questions 
treated m this file as a result of then discussion m the Executive Council 

In the fiist place, the question was discussed as to what should be 
understood and accepted as xegaids the pioposals in paiagiaphs 21, 22 and 
23 of my notes for the giadual investment in gold secunties of sums 
belonging to the Ciurency Reseive and now held m inpee papei or m 
gold 

As regai ds the conveision into Indian Government Steilmg Bonds of the 
10 crores now held in mpee paper, I have pointed out, and it was accepted, 
that this coni ersion must be very gradual and would take a long time to 
effect It is evident that if the issue of a loan of thieo croies m rupee 
paper causes, as was shown by the expei lence of the recent loan, a strain on 
the lesources of the limited maiket foi this class of secunty, the said maiket 
would be easily glutted by the attempted sale of any huge quantity ol these 
securities and the lesult would be highly picjudicial to oui general financial 
interests, both as legards the depieciation of oui stock and as legal ds 
compromising the success of fuithei issues of similai secunties If geneiai 
conditions weie to remain as at piesent, I do not think that it would be possible, 
with due regard to these mtciests, to sell more than one croie of mpee paper 
in a year, so that it might take 10 years to complete the pioposed conveision, 
but ne may fairly hope that it will not be long befoie the geneiai popularity 
of this class of secunty may, by judicious measiues, be sufficiently impioved 
to offei a stionger market, and consequent increased facility m advantageously 
disposing of stock ' 

On this question I may peihaps point out that the gieatei the lecogmsed 
difficulty m realising our present imestment, the less suitable must it be 
recognised to be foi the particulai purpose for which it is held, namely, the 
guaranteeing of oui issue of notes 

As legaids the investment of a poition of the gold now held m the 
Cunency Reserve, m British Government Funds, the process of imestment 
must also be comparatively slow, or the investment would be made under 
disadvantageous conditions, m consequence of the lapid use m puce which 
would result fiom the burned purchase of laige blocks of stock 

On the further question of the total piopoition of the Currency Reserve 
Funds which might be prudently invested, the result of discussion showed a 
geneiai consensus of opinion that it would not be advisable to piopose, for 
the piesent, the investment of a laigei piopoition than 50 per cent, for 
though we have been stiugglmg without accident, since the end of April, 
with a piopoition of rupees m oui Cunency Reseive varying from 
Rs 3,66,18,000 or 12 9 per cent minimum to Rs 7,04,28,000 or 23 0 per 
cent maximum, the formal decision to limit our cash holdings to even 
one thud of our liabilities might appear disquieting to the commercial 
community 
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Imayheie mention that on the last occasion when the mei cantile and 
banking community vv as consulted as to the incieaso ot the investment of 
Cunency Reserve Funds, Loicl Elgin’s Government, m then despatcli of 
2nd June 1S9G, summed up the opinions iccencd as follows “We con- 
“ suited (he Pi esulency Banks and the Chambeis of Commeice in tins 
“ country on the subject The leplies show that none of these bodies calls 
“ m question the pioposal to make this mciease m the investment on the 
“ giound that it would dimmish the security loi the coin ertibihtv of the 
“ currency note , the mei cantile and banking opinion is practically unani- 
“ mous that m mcieasing the investment by two croies theie is no usk 
“ whatever so fai as the com ei tibihty of the note is concerned ” 

The despatch continued with fuithei obsenations winch, I think, I 
should also quote as being very pcituient to the pi esent proposals and as 
pcifectly expiessing my own views on an nnpoitant side of the general 
question The Government of India wiote “We believe that strong 
“ objection would be taken to 0111 manipulating the cunency leserve with 
“ the intention of pioducing any effect upon the exchange value of the rupee 
“ Foi the same 1 cason we aie inclined to doubt whetliei, when a measure 
“ affecting the cun enc\ lesei ve is pioposed from the point of view of papei 
“ cunency reseive, pme and simple, we ought to allow omeelves to be 
“ influenced by the possible effect which a measuic, desirable fiom a 
“ Cunency Reseive point of view, ma\ have upon the exchange value of the 
“ rupee ” 

The geneial question of the advisability of legislation affecting om 
exchange policy was discussed m Council, and the view was, 1 think, 
unanimously accepted that such legislation should, if possible, bo avoided 
I ventuie, howevei, to point out that though legislation would be necessary 
for mei casing oui Cuirencv Reseive Investments, such legislation might, 
and I think should, be undertaken quite independently of any question which 
we may have to consider in connection with om exchange policy 

T hold veiy stiongly to the view expiessed m the passages w Inch I hav e 
quoted above , and though T must accept that, as a last lesource, we must, 
in case of exchange difficulties, make the fullest use of whatevei gold 01 
gold secuiilies we may hold in the Cunencv Reseive, this is a last lesourie, 
and, when the Gold Exchange Fund which I have pioposed is established, it 
is on the lesources of that fund that we must pinnaiily and publicly lelv to 
meet oidinaiy lequnements for exchange pm poses 

(Signed) E EG Liw 

23id August 1900 


Despatch fiom the SccrtOAia or Sivn to the Govfunmlnt oi Ixdu, 
No 232, dated 13tli Decembei 1900 
Mr Ford, n 

I hav i eousideiod in Council youi Excellency’s letlei dated the 
6th Septembei, No 302, on the subject of the founation of a special Gold 
Reseive, on a basis sufficient to ensuie the success of the policy adopted by 
the Government of India, with the view of placing its currency svstem on 
the gold standaid 

2 I must begin by expiessing my high appieciation of the ability with 
wdnch Sn Edwaid Law has tieated this nnpoitant subject, and of the care 
show n m dealing w ith v ai ious questions of detail connected vv ith it 

1 Of the advantage of maintaining a special Gold Reseive lam lullv 
convinced, and, m oidei to maik the pumaiv object of its founation, it 
appeals to me that the title to be assigned to it. should be the Gold Standaid 
Reseiv e 

4 The fust pioposal made by Sir Edwaul Law, foi the purpose of 
constituting such a Reseive, which leceives the unanimous suppoit of vom 
Government, is that the profits on the coinage of rupees should not be 
credited to the Revenue, oi held as a poition of the ordinary balance of the 
Government, of India, hut should he kept m gold (an expression m which he 
appeals to include seciuities saleable ioi gold) as a special reseive entnelv 
apait from the Paper Cunency Reseive and the ordmaiy Tieasury Balances 
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5 Tins pioposal is in liarmony with the 60th paiagiaph of the Repoit of 
the Indian Cuirency 7 Committee, and I fully concui in the principle which it 
enunciates As a mattei of account, howevei , it appears to me that it will 
he desuable that the profit made by the coinage of mpees should, as m the 
case of all similai opeiations, continue to he shown is Revenue undei the 
head of Mint, while on the side of Expendituie will he exhibited the charges 
m connection until the coinage, and also the payment, of the net piofit to the 
Gold Staudaul Reseive The lattei sum will thus be ci edited below the line 
undei the head of Deposits oi Remittances , and, when the remittance to 
England is effected, it will be debited undei the conespondmg head In a 
subsidiaiy account will be shown the complete tiansactions in connection 
with that Reseive 

6 In oi dei to ensuie the due application of the gam made thiough the 
coinage, it is advisable that your Gm eminent should once in thiee months 
make up an account of the icceipts and chaiges, and should foithwith lemit 
the net pioht to be held by 7- the Secietaiy of State m this countiy 

7 It does not appeal necessary to specify piecisely in what gold seciuities 
the leseive shall be invested, whethei m Consols oi India Stock, or m am, 
otliei mannei This wall be at the disci etion of the Secietaivof State in 
Council from tune to time, and the lesult will be periodically lepoited to 
the Government of India, and published m its Gazette 

S While, howevei, I am in favoui oi the institution of the Gold Standaid 
Reseive, with effect, fiom the beginning of the cunent yeai, I do not oveilook 
the difficulty mentioned in the 11th paiagiaph oi youi lettei, ansmg fiom 
the cncumstaiice that the leceipts fiom the coinage of mpees m 1900-01, 
having come into youi balances, have all eady been applied m the lelief oi 
famine, or in loans to Natne States, and that they 7 could not be at once 
invested ioi the Gold Standaid Reseive without lesoit to iuithei bonowing 
I theiefore authonse you to lomit the net piofit which you hare made this 
aeai as you may be able to provide the money 7 out of smplus leceipts in this 
and subsequent \eais This lennttance may be effected eitliei in the sliape 
oi gold, oi, when tlieie is a sufficient demand loi bills on India, by agieeing 
to meet them m excess of the amount requned foi the otliei Home 
disbuisements 

0 I trust, howevei, that tins special aiiangement will not be needed foi 
future y 7 eais, and that fiom the 1st April 1901 the legulai appiopnation of 
the funds applicable to the Gold Standaid Reseive w 7 ill be rigidly 7 maintained 

10 The second pioposal, m which also youi Government concui s, is to 
add to the special lesene the annual mteiest on the investment of the Papei 
Cunency Reseive, amounting at piesent to Rs 34,70,000 I must point out, 
howevei, that the tw 7 o leseives wall bo quite distinct, with diffeient objects, 
and theie appeals to me to be no special reason wdiy the mteiest on the 
secuiities of the one leseive should be assigned to the tiansactions of the 
othei lam of opinion, theiefoie, that, ioi the piesent, it mil be better to 
adhere to the existing sy stem 

11 In the thud recommendation, namely 7 , to use m futuie ioi the pm chase 
of silvei foi coinage into rupees any excess ovei 7,000,0007 m the stock of 
gold m the Papei Cunency 7 Department, you also fully concui The 
circumstances oi the past yeai have, howevei, been exceptional in vanous 
ways, and it does not appeal practicable to base on them any final decision 
as to the amount of gold which it is piudent to hold in the Cuirency 7 Reseive , 
but I agiee that that amount may T loi the piesent lie taken as the maximum 
w Inch it is desuable to letain, though no pledge should be given, to the 
public on this point Any excess ovei 7,000,0007 would, m oidmaiy 7 coiuse, 
be spent in the purchase of siixei foi coinage into mpees, and it would 
piobably be desuable that, even li theie weie no such excess, the Secietaiy 
of State should hold m London a poition of the gold, in older that it may be 
used m the purchase of sihei, when the lattei can be obtained at a model ate 
price 

12 The othei pioposals made by 7 Sir Edward Law lefei to the investment 
of the Reseives No 4, suggesting the gradual tiansfei of the Rupee 
Securities of the Paper Cunency Department into India Stalling Secuiities, 
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is lecommeiided by your Government if it can be effected without fresh 
legislation , but I am advised that this is not the case No 5, to increase 
the amount of the Papei Cuirency Investment, to make the additional 
investment m British Consols, and to obtain the funds bj reducing the stock 
of gold m the Cun ency Resene, is, as jou observe, open to the objection 
that fiesb legislation could not be avoided Even, liowevei, apait from this 
consideiation, I feel that theic aic senous leasons against the adoption of 
the measuies pioposed, and I am unable to sanction them 

Id In the 15th paragiaph of yom lettei you piessed on me the necessity 
for a fui tlier pui chase of silvei, and jou have bj telegiapli added other 
demands 

The follow mg is a statement of the amount bought during this calendar 
year — 

j | Avtrape Tree 

Amount per 07 including 

I I -ill Charge « 


1st instillment, 0th to 2 itli Watch 

. 


500,000 

u 

27 

99 

2nd instilment, 2Ir<l Apnl to 4th Win 

- 


500 000 ! 

27 

77 

3ul inst ilmont, 1 1th to 28th Win 

- 

- 

700,000 

27 

84 

4th instalment, 12th to 22ml June 

- 


100,000 

28 

02 

otli mstnhnent, 5th to 17th September 

- 

- 

700,000 

29 

19 

6th instalment, 27th September to 8th October 

- 

- 

500,000 

29 

77 

7th instilment, 19th to 26th Oetohei 

- 

- 

500,000 



8th instalment, 29th iXoccmher to 

- 


,700 000 




!, 900, 000 


This is 111 addition to the amount obtained by join Got eminent 111 India 
so that altogether the nunibei of mpees bv which the cnculation w ill have 
been mci eased must considerably exceed nine crores I ha\e 111 each 
instance acted on yom application, feeling assured that vour Excellency 
would not desne to enhance the xoliuno of mpees m cnculation bevond what 
seemed absolutelj necessaiy 

I hav e, &c , 

(Signed) Georg r Ham ii ton 


Telegiam fiom Viceroy, dated 26th Moicli 19U1 

In view of present low r pnee of Consols, we suggest joui consideiation of 
advisability of investing, on behalf of Gold Reseive Fund, say half a million 
sterling If jou make the investment we can ship anothci half a milbon 
sterling at once 

Secretary or State to Viceroy, dated 29tli Maich 1901 

Youi telegiam 26th Send gold as proposed Mode of imestment under 
considei ation 

Telegram fiom Viceroy, dated 10th Apnl 1901 

Youi telegiam of 29th Maich Japanese j r ens, weighing 131,379 ounces, 
actual value 502,224? , wnll be shipped by “ Borneo,” leaving Calcutta 
16tli Apnl 

Telegiam fiom Viceroy, dated 10th January 1902 

We have now neaily two and a half millions gold m Gold Reseive Fund 
We piopose embaikation of half a million for investment nnmediatelv 
We hope that you will be able to airange foi remittance of remaining tvvo 
milhons by free sale of Councils m next tin ee months, and so save cost of 
specie remittance 

Telegiam fiom Viceroy, dated 9th July 1903 

Propose sending home 260,0001 sterling, partly bazai gold, balance 
soveieigns, for investment on account of gold reserve, unless we lieai to the 
contrary m a week or ten days We beg to recommend investment m 
steilmg security other than Consols 
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Letter from tlie Government of India to the Secretary of State 
No 229, dated 30th Jidy 1903 

My Lord, 

In the Viceroy’s telegram, No 4147 A of the 9th instant, in which 
we proposed sending home 260,0001 m gold for investment on account of the 
Gold Reserve Fund, we lecommended that the investment should be made m 
some sterling secunty other than Consols We have now the lionoui to 
explain oui reasons foi this recommendation 

2 We observe from paragraph 7 of your Despatch No 232 (Financial), 
dated 13th December 1900, that your Lordship did not tlmilc it necessary to 
specify precisely m what gold securities the leseive should be invested, and 
that j ou left it to the discretion of the Secretary of State to vary the invest- 
ment fiom time to time We understand, therefore, that there is no stiong 
objection to oui pioposal, and we consider that it would be advantageous m 
seveial ways 

3 In the fust place the investment of a pait of the fund m seeunties, 
such as those of the London County Council oi our own steilmg stock, 
canying a lughei late of interest than Consols, would add matenally to the 
receipts of the fund, and acceleiate its gtowth The sum at piesent standing 
at the credit of the fund is not in oui opinion sufficient to meet all possible 
contingencies, and we should be glad to take any legitimate means of laismg 
it to a higher figure We legard investment m 3 per cent securities of good 
standing as a piopei means to this end 

4 There are many local seeunties in the United Kingdom, as well as our 
owe stock, which appeal to be desirable investments , and it would, we 
think, be an advantage to possess some of these instead of keeping all our 
reseive m one class of secunty In the event of oui having to lealise a 
poition of the fund, we should probably get bettei prices if we had a choice 
of stock to put on the maiket, and the simultaneous sale of securities of 
different classes would not have the same prejudicial effect m depreciating 
the value of oui investments as if they weie all of one class 

5 Should your Lordship think it advisable to pin chase India stock on 
account of the fund, the investment would have the f ui ther advantage of 
relieving the market foi this stock, and might have the effect of 
stiengthenmg our credit m London An objection might possibly be 
raised to the effect that, m the event of our being obliged to diaw on the 
Gold Reseive Fund to meet a fall in exchange, the value of Indian 
securities would be depreciated so that it would be inadvisable to put them 
on the market We do not, howevei, regard it as at all certain that the 
latter lesult would follow Our ciedit m the London maiket is now moie 
dependent on the supply of capital loanable at low r lates of interest in that 
maiket than on the exchange lelations between India and the United 
Kingdom , and a temporaiy contiaction of oui exports to a point affecting 
exchange would not necessarily 1 effect on our ciedit as a boi rower We do 
not, therefore, apprehend that the investment of a poition of the Gold 
Reserve Fund m our own seeunties wmild be unsafe or likely to lead to senous 

oss on realisation 

6 The above are the grounds on which our lecent recommendation was 
based We shall be glad if youi Loidship will take them into consideration 
when making future investments on account of the Gold Reseive Fund 

We have, &c , 

(Signed) Curzon 

Kitchenlr 
T Raleigh 
E FG Law 
E R Elles 
A T Arundel 
Denzil Ibbetson 
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Despatch flora the Secretary or State to the Government of Indiv, 

, No 159, dated 11th Septemboi 1903 

My Lord, 

I have consideied m Cotmcil youi Evcellency’s Financial Lettei, 
No 229, dated 30th July 1903, m winch you explain join leasons foi 
recommending m youi telegiam of 9tli July that the sura of 260,0001 
winch was lecently sent by you to tins countiy foi investment on account 
of the Gold Resene Fund should be invested in some steilnig secuntv othei 
than Consols 

2 That lecommendation, as vou have been infoimed m my telegram of 
the 16th July, lias been appioved by me , and sums of 175,0001 and 81,9S81 
have been invested in National War Loan Stock, at puces of 97], and 97^ 
respectively 

3 You now submit ioi mj consideiation the furtliei question whethex 
India steiling stock should be included among the secunties m which 
investments may piopeily be made on account of the Gold Resene Fund 

1 You leconmiend an extension of the field of investment on the 
grounds that (1) it is inexpedient to keep the whole of the leseive in one 
class of secuntv, and ( 2 ) that bv investing the Fund in secunties earning 
a liigliei late of inteiest than Consols its giowtli may be icceleiated, an 
object which it is desnable to attain bj any legitimate means J assent to 
both these pioposit ions In lavoui of pmchasmg India stock in paiticulai, 
you uige that such an investment would have the fuithei advantage of 
relieving the niaiket foi tins stock, and might linv e the effect of stiengtlieuing 
youi ciedit m London It may be the case, as vou pioceed to aigue, though 
this a conti overtible point, that a fall of exchange such as would necessitate 
drawing upon the Gold Resene Fund would not have a dnect eftect in 
depiessmg the puce of India stock, at the veij time when the occasion aiose 
for selling it, but it is at least possible that such a fall of exchange would 
indiiectly have this elicit, by giving rise m the mailcet to anticipations, 
peihaps unwananted m exaggerated ones, of piobable sales of India stock 
held on account of the Gold Resene Such a lesult would liaidlv be 
beneficial to Indian ciccht It should, moieovei, not be foi gotten that if 
some political complication occunod which simultaueouslv depieciated the 
ciedit of the Government of India, and the exchange value of the lupee, the 
sale of India stock could undei such cncumstnncos be onlv effected at a loss 
both of ciedit and puce 

5 A Reserve Fund such as that now cieated should, if possible, be of 
such a chaiactei as to peimit of its realisation, without substantial loss oi 
detnment to Indian credit, in any emergency, eilhei monelaiy oi political 

6 The balance of advantage undoubtedlj seems to he in favoui of 
confining investments on account of the Gold Reset ve Fund to secunties 
more unquestionably dissociated flora the influences of fluctuations m 
exchange than India stocks can be said to be 

7 Foi the piesent I have given duections loi the dividends on the Gold 
Reseive Fund to be invested, as they aie leceived, in the National War 
Loan, winch yields, at its cunent puce, allowing foi ledenrption at pai in 
1910, a letuin scaicely less than that obtainable from India 3 pei Cent 
Stock Whenever it becomes desirable, Rom any cause, to select another 
security foi investment on account of the Fund, due legaid will be had to 
the considerations set foith m paragraphs 3 and 1 of youi letttei 

I have, Ac , 

(Signed) George Hamilton 


Lettei from Government of India to the Secretary or State No 121 

dated 28th Apnl 1901 

Sir, 

We have for some t line past been considering the best means of 
guai ding oui selves against a sudden depletion in the lupee poition oi oiu 
Ounemy Reseive, 3ucli as occuned in thejeai 1900-1, and as appeared 



irFE\DI\ V 


131 


c 


possible, though not piobable, m Not embei last The suddenness and the 
extent oi the demands which may he made upon the nipee le&eive will he 
evident fiom the statement which is appended to this lettei, showing foi 
loi each month the gam 01 loss m the stock of mpees held in the Cunencv 
Reseive dmmg the last foui yeais, such gain 01 loss being calculated without 
lefeience to the additions which have fiom time to time been made by 
new coinage 

2 Expel lence has shown that w e cannot obtain silvei in India m sufficient 
quantities to meet sudden demands foi coinage, and the process of sending 
home gold foi the pm chase of silvei and nnpoitmg the lattei foi coinage 
entails a delay of seveial weeks befoic coming opeiations can be begun 
Such delay might be of sciious consequence in the event of a sudden and 
stiong demand on 0111 mpee leseives, and we feel it incumbent on us to take 
ei cry piecaution against the risk of being unable to fulfil our mpee obliga- 
tions, and the dislocation of the expoit tiade of India which would follow 
from a shoitage of silvei com 

3 We theiefore piopose to accumulate giaduallv a leseive of silvei 
bullion to be held in the mints as a poition of the Cuirency Reseive, which 
wall enable us to begin coming as soon as the demand foi mpees makes 
itself felt A stock of silvei, melted, alligated, assayed, and lolled, leady foi 
immediate coinage will foim a valuable iesei\e in times of sudden piessuie, 
and its existence null mspne confidence m the mercantile community m 
India, who ha\'e in the last few months shown themselves peculiarly sensitn e 
to the apprehension lest oui mpee leseives should not always be maintained 
at a safe level If the foui processes mentioned abate, which aie those 
occupying the longest time in the opeiation of coming, aie then completed 
m advance, it will be possible -foi -the -mints to begin paying over newly 
coined mpees to the Treasuiy within foui days of receiving the oidei to 
stait work 

4 The amount of bullion which we contemplate holding peimanently is 
three cioies’ w r orth, but we do not think it necessaiy' to pin chase tins amount 
at once , we would leave it to you to obtain it gradually and cheaply as the 
state of the market permits We think that it would be well, however, to 
buy £1,000,000 voi th of silvei as soon as the maiket offers favourable 
conditions Pait of this amount may be lequned foi coinage, and it is 
possible that we may shoitly have to ask you by telegiam to make a fuithei 
purchase foi this purpose In any case w e shall feel safei wdien this stock is 
obtained and we have a nucleus for oui pioposed leserve 

5 It is our intention that this stock shall be kept quite apait fiom the 
oidmary silver bullion in the mints and m sepaiate vaults , and that it shall 
not be made available foi oidmaiy lequnenients, for coinage, but only m 
case of emergency Instructions will be issued that no pait of it shall evei 
be withdrawn for purposes of coinage wuthout the pievious expiess oideis of 
Government communicated through the Comptioller-General 

6 We may add that we have not overlooked the legal aspect of the 
pioposal Section 13 1 of the Indian Papei Cuirency Act, 1882 (XX of 
1882, as amended by VIII of 1900), requnes us to give dneetions foi ihc 
coinage of silvei puichased from the funds of the Cuirency Reseive as soon 
as convenient, but the woids m italics are sufficiently wide to covei the 
coui se which we contemplate We hope, hoivevei, to make the point clear 
m a geneial ie\ lsion and consolidation of the Act, which will shoitly be 
taken up 

We hai e, &c , 

(Signed) Curzox 

Kitchlxer 
E FG Law 
E R Eu,rs 
A T Aruxdel 
Dex/il Ibbetson 
H Erle Richards 


Siher i\ >b Bought in nccoulance with thi= deqnt< h to pioude for a bullion re=ei\e 
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Statement showing the gam oi loss m the stock of impees held in the Cunency 
Rescue during the last fow yeais, without reference to the additions 
made by new coinage 





1000-01 

1901-02 

1902-05 

1901 01 

| Aver >gt 




G'lin+I o^b — 

Gam + Lo'.s— 

Gain + I o«s— 

| 

G^in-fLo * 5 — 

1 

^Gun+I o$s — 

April 



-2,21,73 

-1,77,62 

-85,07 

-2,14,76 

-1,71,79 

May 

- 

- 

+ 10,37 

+ 17,84 

+ 45,50 

-18,26 

+ 13,87 

June 

- 

- 

+ 1,00,13 

+ 2,59,98 

+ 1,57,57 

+91,55 

+ 1,52,31 

Juh 

. 

- 

-68,40 

+ 51,30 

+ 91,34 

+ 21,62 

+2 5,97 

August - 

- 

- 

-2,06,69 

-80,18 

—53,18 

-1,15,00 

-1,13,84 

September 

- 

- 

— 1,94,51 

—77,73 

-1,09,34 

—2,25,77 

-1,51,81 

October - 

- 

- 

—1,90,43 

+ 76,55 

-47,60 

+ 12,30 

—37,30 

November 

- 

- 

-1,03,08 

+ 2,93 

—88,25 

-1,97,82 

— 96,56 

December 

- 


—1,76,25 

-1,95,18 

-2,14,29 

— 4,05,23 

-2,47,74 

January - 

- 


-2,01,44 

-83,60 

-3,77,17 

-2,12,86 

-2,12,5 2 

Februaiy - 

- 


-2,04,06 

-1,10,69 

— 1,93,86 

-2,02,10 

—1,77 68 

March 

- 


+ 1,62,98 

+ 31,51 

-3,14 

— 

+ 64,78 

Total gain or loss 


_ j 

-12,96,11 

-2,82,19 

—8,77,49 

BBI5IS1EI 


Add on account of coinago of 
Natno States in 1900-01, and 
withdrawals of old issues 

+ 3,73,69 

+ 1,16,58 

+ 8,07,25 



Net gain or loss - 

- 

- 

-9,22,42 

-1,65,61 

-70,21 

-10,14,23 j 

— 5,43,13 


Despatch from the Secretary oi State to the Government of Indev, 

No 41 Financial, dated 7tli Apnl 1905 

My Lord, 

In my telegram dated 9th March last, while accepting j our proposal 
that the remittance of two cioies of mpees to this count: \ which will he 
required for die investment on account of the Papei Cunency Resen e shall 
he made hy means of Council diaumgs, I added that I should address von 
further on the subject of remittances of gold 

2 The question of the amount of gold that can he conveniently held in 
the Papei Currency Reseive m India was discussed hy jour Excellency 
in your letteis of 14th December 1899 (No 421) and 6th September 1900 
(No 302) In the latter communication it was suggested that 7,000,0001 
should he legarded as the maximum, and this proposal was piovisionally 
accepted m Lord Geoige Hamilton’s Despatch No 232, of 13th Decembei 
1900 The question was again considered hy you last year m connection 
with your pioposal to increase the amount invested on behalf of the Papei 
Cunency Reserve, and in your letter of 18th August last, No 295, vou 
stated that m youi opinion a stock of gold of the value of 9| cioies 
(6,167,0007 ) m the leseive would he ample and that a huger pioportion is 
not at present lequued m India You also stated that you have found hy 
expei lenco that at the beginning of the busy season the piopoition of silvei 
comm the cunency leserve should he approximately one-thnd of the total 
note cn dilation As the gold held m the reserve has not fallen below 
9,000,0007 during the last two years, and has duiing the whole penod since 
March 1904 exceeded 10,000,000Z , 1 assumed, when agieemg that the 
invested portion of the leseive shall he increased hy the substitution of 
sterhng securities for two cioies of the metallic poition, that it was joui 
intention to remit gold to England for the pui chase oi the secunties In 
deference to the representations made m your telegram of 8th March 1905, 
I have agieed that the remittance shall he made hy means of Council Bills 
But I should he glad if you would consider whether the amount of gold held 
m India should not nevertheless he reduced 
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3 According to the statement for tlie 9th March 1905, which is the 
latest befoie me, the composition of the Currency Reserve on that date was 
as follows — 

Cioies 


Securities 

_ 

. 

- 10 

Silvei com 


• 

- 9 07 

Silver bullion 

- 

- 

- 1 88 

Gold 

- 

- 

- 16 47 

Total 

- 

- 

- 37 42 


The amount of silver com was considerably below the propoition of one- 
thud mentioned above, and when an investment of two cioies is made m 
England, and the metallic leseive in India is l educed, the i eduction will 
presumably be effected wholly or m pait by the tiansfer of lupees to the 
ordmaiy treasuries 

4. In view of these figuies it appears to me that theie would be some 
advantage in i emitting gold to England eaily m the piesent financial -seal 

Having legard to the state of youi balances as described in youi telegram 
of 8th March, it would peihaps be the moie convenient couise that gold so 
remitted should m the first instance be held as a pait of the Papei Cunencv 
Reseive at the Bank of England It could be used, if a favouiable 
opportunity occuis in the near future, foi the pui chase of silvei m anticipa- 
tion of futine requirements, oi, if you aie unwilling at piesent to anticipate 
requirements, it could be held at the Bank so as to be immediately available 
foi the purchase of silrer wlieneier the need foi additional coinage may 
anse It is also to be lemembered that the possession of a stock of gold in 
England, held as a poition of the Papei Cunency Reseive, but capable of 
being tiansfened to the oidmaiy balances of the Secietaiy of State in 
Council, against a corresponding tiansfei of lupees from youi balances 
to the Curiency Reserve in India, affoids a method ( which might in eeitam 
cncumstances be veiv useful) of speedilv replenishing the balances of the 
Secietary of State m Council 


5 I shall be glad to receive an expression of youi a lews on the points 
discussed m this Despatch 


I haa e, &c , 

(Signed) St John Broduick 


Letter from the Government of Indii to the Secretary or State, 

No 236, dated 29th June 1905 

Sir, 

We have the honour to refei to your Financial Despatch No 41, 
dated the 7th Apul 1905, on the subject of the amount of gold held m the 
Papei Cuirency Resei ve You cite various opinions which the Government 
of India have expressed at diffeient times as to the amounts of gold and 
silver respectively which should be held m the Reseive, and you ask us to 
considei whether in view of the large stock of gold non held m India, a portion 
of it should not be remitted to England You also suggest that it might be 
convenient to hold the gold so lemitted m the lust instance as a pait of the 
Papei Curiency Reserve at the Bank of England, and you point out certain 
advantages which would attach to the possession of such a stock of gold m 
England 

2 In the previous discussions to which you lefei concerning the amount 
of gold that can conveniently be held in the Reserve, oui views were 
influenced by the sudden demands which had ansen foi the piovision of 
rupees in India, and by anxiety lest the piesence of a laige stock of gold 
should hamper us m meeting those demands Our position m this respect 
has been greatly strengthened by the laige mciease that has taken place in 
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tlie note cnculation m the last few vcais, and by the fonnation of a special 
ingot reseive ot tlnee cioies of tolas of silvei, as pioposed in oui Despatcli 
No 121, dated 28th April 1904 The position will, we think, he made still 
moie secure if you accept the pioposal put toiwaid m our Despatch No 143 
ot the 27th of April last, foi the annual purchase ol silvei in anticipation of 
actual leqmmnents 

3 The object of this pioposal was to secuie a sufficient supply of mpeos 
to meet all tngent. demands, and so long as this object is effected we see no 
eiuse foi anxiety in the accumulation ol a laige stock of gold On the 
contiaiv w e eonsidei that the balance ol the uninvested poi tion of the Resei ve 
which is not likely to be lcqnned foi cnculation as money ought to be held 
in gold lathei than m silvei, and that the possession of a huge stock of the 
yellow metal will stiengthen oui ciedit and conti lbule to the st ibilitv of 
exchange Subject, theieloie, to the piovision of sufficient nipees and 
leserves of silvei, we would allow om stock of gold to glow indefinitely with 
the expansion of the note cnculation until such time as it may be deemed 
expedient to make a iuithei addition to the invested poition ol the Rosen e 

4 We do not, howevci, consider it in am waj necessaiv th it the whole 
of the gold should lie held in India As pointed out m the second paiagiaph 
of youi Despatch undei ieph we expressed the opinion in August last that a 
stock of 9} cioies m the Resenc furnishes, undei piesent cncumsfunces an 
ample maxnmun foi Indian pmposes , and one oi the objects of the recent 
levision ol the Papei Cuiieucv Act was to Jacilitate the tianslei oi the gold 
poition oi the Reseive between India and England We would in this 
connection invite attention to the lemaiks made by oui Jlonouiablc Financial 
Colleague when moving on the 11th of Maich last that the Repoit of the 
Select Committee on the unending Rill should be taken into eonsidei ation 
The Honouiable Air Rakei then obseived that “ so fai as gold is cone ei lied, 
“ the com held in London is actually one stage neaioi the point, at which it 
“ becomes effective foi seem mg the encashment of notes than vv luui it is m 
“ India ” 

5 We aie accoidmglv disposed to welcome join suggestion that a 
poition of oui stock of gold should be lenwtted to London and held as a 
part oi the Papei Cuirency Reserve at the Bank of England To the 
advantages which you have enumerated as attending this measme we would 
add that it will enable vou to make pmchases of silver quietly without 
giving the loiewaimng to the maiket which is entailed In the piesent 
sv stem of making sepaiate remittances foi each purchase* 

b We theieloie propose to send 5,000,0007 (five million pounds) m gold 
to London to be held In jou as a part of the Cuirency Reserve When you 
diavv on this lund loi rbe purpose of puichasing oi silvei, wo would ask 
vou to leplenish it Loin time to time bj the sale of Council Bills, at voui 
conv enience, and to inform us on each occasion of am intended opei ation 
on the fund, so that we can adapt oui anangements aceoidmgly In the 
event ol the demand foi Council Bills being slack at any time, vou would he 
able aitei warning us to leplenish the Reseive in India," to utilise voui stock 
of currency gold foi Tieasurv payments H this pioposal meets with voui 
approval we should be glad to be infoimed as soon as possible m oidei that 
early anangements may he made foi shipping the gold 

7 With lefeience to the remaiks m paiagiaph 1 of join Despatch 
regai chug the amount of silver com held in the Papei Cuuencv Reseive in 
Mai ch last, we would point out that the standaicl of one-tlmd oithe total note 
circulation lefened to m our Despatch ol the IStli of August 1904 was 
suggested as sufficient at the opening oithebusv season, and that that season 
was diavv mg to Us close on the 9th of Maich We take this oppoi (unity of 
explaining that the standaid which we suggested last veai on Sn Edvvaid 
Law’s advice wasa lough estimate only, and that vvedo not at piesent consider 
that we have sufficient data oi experience foi laying down anv anthmetical 
criterion We attach more lmpoi tance to the pi oposals stated m om Despatch 
ol the 27th of April last foi anticipating lequn ements . than to the main- 
tenance of any fixed propoitiou of rupees to the note cnculation , and in any 
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event, we do not consider that the gio=?s circulation, winch includes notes 
held in the Reseive Treasuries, could in any c ncumstances he treated as the 
basis of such a criterion 

We have, &c 
(Signed) Ccrzon 

Kitchener 

‘ E R Elles 

A T Arundel 
H E Richards 
J P Hewett 
E N Baker 
C L Tupper 


Despatch from Secretary of State to Government of India, No 91, 
Financial, dated 11th August 1905 

My Lord, 

In your letter of the 29tb of June, No 236, you accept the suggestion 
made in my Despatch of 7th April, No 41, that a portion of your stock of 
gold should be sent to this country to be held as a part of the Paper 
Currency Reseive , and you piopose to make early aiiaugements for the 
shipment of 5,000,000? I undeistand that jou desne that the 1,000,0001 
shipped on the 8th of July, as lepoited m youi telegiam of 6th July, may 
be regai ded as a portion of this 5,000,0001 

2 I approve the pioposal that a fuithei 4,000,0001 shall be sent It 
should be consigned m instalments of not moie than 1,000,0001 , and }ou 
should inform me by < telegraph when each consignment is about to be 
made 

3 When the gold held m England is diawn upon foi the pui chase of 
silver it is possible that in some cases the most convenient anangement for 
keeping the total Cunency Reserve up to the required amount will lie that 
contemplated in sections 17 and 19 of Act III of 1905, viz to treat the 
silver puichased as a poition of the reserve The stock of gold in England 
can subsequently be replenished, as you piopose, from the proceeds of 
Council Bills (if the state of the Home Treasury balances admits of this) so 
as to release lupees from the Currency Reseive m India This procedure 
would obviate the necessity for making tiansfeis m India from the Treasury 
to the Paper Currency Department at the time of the purchase of the silver, 
which I understand to be the couise suggested m the sixth paragraph of 
your letter 

4 For the present, however, the silvei that is being purchased in 
accordance with the requests contained m youi telegram of the 5th Apnl, 
your letter of the 27th Apnl, and youi telegiam of 30th June, is being paid 
for from the balances of the Home Tieasury, so that the whole 5,000,000? 
of gold will be held from the time of its arnval as a pait of the Paper 
Currency Reseive 

5 I forwaid a copy of a lettei to the Bank of England requesting them 
to take the necessai^ measuies 

6 I also forwaid a copy of a note by the Deputy Accountant-General at 
this Office, fiom which it will be seen that it is desirable that you should 
announce (in the manner that appeals to you most convenient) that the ship- 
ments are to be made on behalf of the Papei Cunency Resen e, and not foi 
the purpose of replenishing the balances of the Secretaiy of State foi India 
m Council 

I have, &c , 

(Signed) St John Brodrick 
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Enclosiuo No 1 

India OriicE to Bank or England 

F 5156 India Office, 

Gentlemen, 2Stli July 1905 

I vm directed to mfoi m you tliat tlic Goa eminent of India intend to 
consign to tins country dining the picsent yeai 4,000,000/ m gold in 
addition to the 1,000,0007 refeired to in the conespondence ending with 
Mi Nan ne s lettei o£ the 7th July 

Tlie whole 5,000,000? mil foi thepiosent be tieated undci the an align- 
ments contemplated in the Indian Papci Cuneney Act, 1905 (of m Inch a 
copy is enclosed loi yoiu infoimation)as being a part of the lesono to seciue 
the payment of cmiency notes issued m India 

I am to inquiie ivhcthei you mil be so good as to hold the gold on 
behalf of the Secretary of State m Council on a sepaia<e account distinct 
fiom his cash and di awing accounts 

Poitions of the amount so held may from time to time be used for the 
pui chase of silvei oi foi otliei piu poses , and in this ciont a tiansfei to the 
Secietaiy of State’s cash account mil be lequned, and the necessan 
instructions will be given by this Office 

I hai e, Sec 

The Governor and Compam of the A Godi la 

Bank of England 


Enclosure No 2 

Note by the Depute Account an i-Ge\i lal, India Office, dated 
22nd July 19U5 

I lia\e to suggest, foi consideration, that m \ icw of the magnitude of the 
opeiation it might be desnablc to take some steps to acquaint the maiket 
that the gold to lie shipped v ill not be mailable for the pin poses of loans 
fiom the Secietaiy of State’s balances The Biokei has leccntlv mentioned 
to me on seieial occasions that the publication by the newspapeis of the 
intended shipment of gold, which is usually announced hi the news agencies 
directly the freight is anangccl m India, has a distinct eflcct on the latcs ho 
is able to obtain foi our loans The linns on the bonomng list occasionally 
quote the infoimation to him, and either decline to lenew m the expectation 
of clieapei money and supply themselves instead fiom otliei souices mth 
weekly 7 oi other shoit teim loans, oi else make the news the pietext for 
oftenng a lowei late of intei est than would othei wise be obtained In this 
case the shipments ol gold will be laige, and will peihaps spiead over some 
time I see from to day’s “ Times ” that a rumour as to a furtliei shipment 
is aheady afloat 

II W Badock 


Telegiam fiom Viceuot, dated 15th Deccmbci 1905 

Jour telegiam ol 14th instant Tiansfeis to Cuneney Rescue We 
regaid it as advisable to tiausiei to om Treisnrv Balances a fiutliei sum of 
Rs 75,00,000, and shall he glad, tlieiefoic, il 500,000/ ma\ be tiansfei led 
to the Cuneney Rcseive (Gold) on the 16th instant Please also expedite as 
fai as you can the shipment of silver that has been ouleied 


Telegiam fiom Secultuu oi Si vie to Vicekot, Financial Dcpaitment, 

' dated 10th Decombei 1905 

Tiansfei of gold to Cuneney Rescue 1 am willing to make the transfer 
as requested m yom telegiam of vesterday at once, if this is the only possible 
course But as it is undesn able just now to withdraw gold fiom the Bank 
of England Reseives, it would be beltei to postpone or, il possible, to a\ oid 
such transfer Accordingly I would ask you to consider whethei by ti eating 
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the gold in your Treasuiy Balances and the balance of the silver bullion 
received by you, 01 m transit to India, as belonging to the Cuirency Reseive, 
i\e might not avoid the necessity of immediately transfer! mg gold to the 
Currency Reseive m England, 01 at any rate make the amount to be 
tiansfeired smallei 


Telegram from Viceroy, dated 19th December 1905 

Cuirency tiansfei Your telegiam 16th December We must, in spite 
of the possibihty of inconvenience to the Bank of England, earnestly press 
our lequost that you will transfer to your Cuirency Balance hali-a-million of 
gold fiom your Treasury H this is not done, your large drawings of 
telegiaplnc tiansfers will cause us senous embaiiassment We aie coming 
as fast as possible the entn e special ingot 1 esei ve , w e have all eady eai mailied 
for Currency most of the silvei bullion en route , we have made as much use 
as possible of our Treasury gold, and have arranged foi temporaiy loan of 
70 lakhs from Gwalioi 


Telegram from Secretary or Si ate to Vicerov, Financial Department, 
dated 19th Decembei 1905 

Currency transfei Your telegram of to-day To morrow I will set 
aside half-a-million In ordei to guide me at allotment to-morrow, please 
inform me of the amount of tiansfers you can, without my setting aside 
further gold, meet this week When you i eply, please keep m mmd my 
announcement in my telegram of yesteiday as to shipments of silvei foi this 
week and next w eek 


Letter from the Government or India to the Secretary of State, 

No 144, dated 26th April 1906 

Sir, 

In your telegram of the 11th Januaiy 1906 you authorised us to laise 
the sihei ingot jeseive fiom 300 to 600 lakhs of tolas No steps, however, 
have yet been taken to give effect to this decision The extraoidinary 
demand foi rupees diu mg the busy season which is now expiring com 
pletely exhausted oui oiigmal leserve of 300 lakhs by the 15th January 
last, and we have only with difficulty been able, though employing the Mints 
at their full capacity, to maintain a supply of com sufficient foi immediate 
requirements Now that this piessuie has been iela\ed we desire to explain 
the manner m which we propose to build up an enlaiged leserve, and to 
suggest other measures foi sti engthenmg our position 

2 As regards gold, the position already attained is undeniably stiong 
We have accumulated by a natuial piocess a stock of over £12 millions in 
the Gold Reserve Fund, besides ovei £11 millions in the Cunency Reseive , 
and m addition the papei currency investment now includes £1} millions’ 
worth of steiling secunties During seven yeais we have nevei been 
threatened with senous attack fiom this side We are far fiom affinning 
that the point has been leached, or is m sight, -when fuither accumulations 
of gold should cease Even a i datively small depletion of oui total stock 
of gold might excite public apprehension , and this is the moie important 
now that it has been decided to divide oui stock by holding five millions oi 
more in your cuirency chest m London At the present time we hold less 
than foui millions of gold in India and we aie assured that no matenal 
reduction in this figure would be consistent wuth public confidence We aie 
however, satisfied that fuither direct additions to the Gold Reseive Fund can 
wnth advantage be tempoianly suspended if such a measuie would enable us 
to strengthen our position on a w eaker side 

3 The case of silver is -wholly diffeient Fiom fiist to last oui only 
practical difficulty has been the timely provision of rupees, and notwith- 
standing vanous improvements of method, that difficulty still remains, and 
as recent experience has again shown, it constitutes a leal danger When 

a 1'ioos N 
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making oiu foiecast foi the busy season of 1905-6 we found ourselves, on 
the 1st October last, with a balance of 13 crores of coined rupees m tbe 
Currency Reserve, m addition to tbe ingot reserve of 300 lakhs of tolas, and 
bullion already ordered oi purchased sufficient to pioduce neaily 280 lakhs 
moie Assuming a demand equal to that of the conespondmg months of 
1901-5, we might have expected, without further purchases of silvei and 
■without drawing on the ingot reseive, to be able to maintain a minimum 
mpee balance of more than 11 crores up to the end of Januaij But to be 
on the safe side we indented foi 750,0007 wmrth of additional siher by that 
date In the actual event we had to ask you to mciease youi puichases of 
bullion dui mg the period mentioned to £ 2 }' millions’ woith, and wc also 
comerted into coin the whole of the ingot lesoive The fresh coinage 
amounted to 777 lakhs, oi five ciores moie than had originally appeared to 
be lequired foi the maintenance of a balance of 11 croies Notwithstanding 
this enoimous outturn our rupee balance has fallen by the end of January 
to 71- crores On the 6tli Januaiy we had to send you a fuitliei lequest for 
the puichase of £21 millions’ worth of silver! , and w r e had to supplement 
our lesources by obtaining a tempoiary loan of 70 lakhs from the Maharaja 
Scmdia, and by puichasmg Rs 30 lakhs’ woith of silver from the Russo- 
Chmese Bank The depletion of our balances m India also embairassed the 
Secretary of State m England, as, foi example, when J we had to ask 
Mi Brodick to increase his purchases of silvei, notivithstandmg the nslc of 
disturbing the silvei inaiket, and latei, when§ we had to piess you to 
tiansfer gold from Tieasuiy to Curiency, though advised that the withdrawal 
of gold from the leseives of the Bank of England would be inopportune 
Dunng this penod oui Mints have been working at the highest possible 
piessuie, and the total net addition to the rupee coinage m 1905-6 has 
been about 161 ciores of rupees, against crores m 1904-5, and 131 ciores 
m 1900-1 which till now maiked the highest outturn recorded since the 
closure of the Mints Neveitheless, while at the end of March 1905 w r e had 
11,36 lakhs of coined lupees and 2,59 lakhs of tolas m ingot form in our 
Currency Reseive, the letum of 22nd March 1906 showed only 11,65 lakhs 
ol coined lupees with no mgot reseive at all 

4 It w r ould have been futile to seek lefuge from these difficulties in the 
cuitailment of joui di a wings If the sale of Council Bills is lestncted, gold 
will lie shipped and tendeied foi conversion into rupees after onh a slightly 
longei mteival, and that gold must ultimately be jetumed to England, at 
oui cost, foi the puichase of sil\ei The stoppage of telegraphic tiansfeis 
disorganises tiade and onh defeis the eventual demand The adoption of 
such expedients can therefore only be justified by extieme and passing 
emeigency On the othei hand it is obviously impossible that the rupee 
lesources fiom wdnch j oui drafts aie honouied should be obtained from the 
actual gold on the deposit of which they w eie issued The demand must 
alwajs fall m the first instance on the stocks of rupees and bullion then m 
hand It follows that for permanent safety these stocks must be materially 
strengthened, that their maintenance at a high figuie must be lecognised 
as a fundamental obligation of currency admmistiation , and that we must 
accept any modifications of system which these conditions may necessitate 

5 To give effect to these conclusions we pi opose — 

(i) to form a silvei leseive of 600 instead of 300 lakhs of tolas , 

(n) to hold this bullion outside the Currency Resen e , and 
(m) to accept and act upon the principle of advance coinage by coming 
i upees at the rate of 1 50 lakhs a month throughout the coming 
slack season (April to Septembei) 

6 Ike fust of these measuies has already recen ed joui appioxal, and the 
only observation which thefullei explanations now gixen aie kkely to suggest 
is that it is not by itself sufficient to affoi d us the protection we require 
This criticism we hope to meet by oui lemaramg lecommendations 

* The supplemental - } indents v ere half i million to he delivered by the 31st J inuari, and 
£lf millions to be delivered bj tbe 15tli February 

t The furthci oiders for £1 million of silver m c ich c iso, telcgrijihcd to jou on 8th February 
and 8th Jlarch, lepresent requirements subsequent to thosi ol 1905-6 
% Telegram to Secret uj of vStito dated 19th November 1905 
§ Telegram to Secret irj of State, dated 19(h Deiembei 1905 
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I Our u cx t proposal is to build up the enlaiged bullion leserve entirely 
fiom profits on coinage, and to bold it as pait of the Gold Reseive Fund 
This method was not considered m 1904, wlien tbe amount of the Gold 
Reseive Fund was considerably below its piesent figuie Tbe exhaustion of 
tbe original ingot reseive offeis a convenient opportunity foi leconsideiing 
oui procedui e In our judgment it is undesnable m pnnciple to bold m tbe 
foim of bullion any substantial portion of tbe metallic leserve winch secuies 
tbe encashment of oui currency notes Tbe value of the metalhc reserve is 
limited by tbe volume of tbe note cn dilation and tbe amount of tbe paper 
cunency investment, and all bullion held within it must displace legal 
tendei com of equal value, and to that extent lenders tbe metallic leserve 
less efficient This objection could be waived when only a small amount of 
bullion w r as lequired, but it becomes nioie pressing m view of the decision 
to mciease tbe ingot leseive to 600 lakhs of tolas 

S It would of couise be possible, while maintaining within tbe Cuirency 
Reseive an ingot leserve of 600 lakhs of tolas (lepresenting roughly 4 cioies 
of rupees) to laise tbe balance of coined mpees to any desired figure, but 
this could be effected only by unduly depleting oui stock of gold Thus, 
taking tbe note circulation at 42 ciores, and estimating 18 cioiesasa suitable 
rupee balance with which to open tbe busy’- season, tbe Cunency Reseive 
w r ould be constituted as follows — m estment, 12 cioies, ingot leseive, 
4 cioies, coined lupees, IS croies , gold, S cioies oi £5’| millions It is 
obuous that we could not supply you with tbe £5 millions which you lequue 
for youi cunency chest, and meet even tbe present demand loi gold as a 
cn culatmg medium fiom tbe lemaimng 333,000Z Moieovei, nothing at all 
would be left m India for contingent leqiurements, and m the event of an 
incipient dram of gold w e should be dnven back at once upon youi cuirency 
chest and tbe Gold Reseive Fund We have also to remembei that tbe 
expansion oi youi diawungs and tbe recent decision to grant telegiaphic 
transfeis against soceieigns m tiansit from Austialia wall check impoitation 
of gold into India m tbe future On eveiy giound, and e\en though a some- 
what lowei estimate be taken of tbe lupee balance lequned, and allowance 
made foi a giadual expansion of tbe note cnculation, it is cleai that tlieie is 
nolongei loom wn thin the Cuirency Reseive foi tbe huge stock of bullion 
which we ate now compelled to keep 

By bolding tbe ingot leseive elsewheie we should, lioweiei, be able, on 
tbe data given abo\e, to keep three milhons of gold moui Cunency Reseive 
m India We do not think it advisable to go below this figuie 

9 Tbe natural method of maintaining a leserve of bulhon foi coinage 
puiposes would be to pm chase tbe amount lequned from levenue, and to 
replenish it from tbe same source as lequned fiom time to time This 
would, how r ever, involve eitbei tbe i eduction of oui balances by about £2') 
million sterling, winch is quite impossible , oi tbe laismg of an equivalent 
amount by boirowmg, until its attendant chaige foi mteiest We aie of 
opinion that tins charge may fairly be thrown upon tbe Gold Reseive Fund, 
and that there is nothing inconsistent with tbe purposes of that Fund in tbe 
measure which we piopose At piesent, when silvei is pui chased foi 
coinage, (1) we fiist replace by coined lupees tbe gold withdrawn to pay for 
tbe bullion , (2) tbe siuplus bullion is then coined into rupees , (3) tbe 
lattei are then again conveited into gold, and (4) tbe lattei is remitted to 
England foi investment into mteiest-yi elding securities What w r e nou r 
propose is to suspend this piocess m the couise of tbe second stage, i e , tbe 
surplus bulhon instead of being coined, converted into gold, and invested, 
should be letamed m a paitially coined state until requn eel foi actual use 
Tbe piofils on coinage which it represents will still be held apait as a pait 
of tbe Gold Reseive Fund, and wull eventually be conveited into gold and 
invested, but this piocess will be defened until tbe demand for lupees 
requn es it Tbe effect no doubt is that tbe amount so held will not be 
earning mteiest in tbe meantime, but having regaid to tbe lapid piogiess of 
oui accumulation of gold m tbe Gold Reseive Fund m tbe past five years, we 
considei that tbe question of its fuithei accietion by mteiest is now of less 
impoitance than tbe foimation and maintenance of a sufficient leserve of 
silvei bullion Our cuneucy system is unavoidably artificial, and tbe piofits 
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ansuig theiefiom should he pumaiily utilised, uot iu bleeding interest, but 
m piotectmg it against the 1 isles to which an aitificial system is liable At 
the outset the mam risk apprehended was an madequ ite stock of gold, hence 
the creation of the Gold Reseive Fund Now the pressing dangei is a 
temporary deficiency m our stock of mpees, which equally justifies the 
expansion of that Reserve Fund so as to include a silvei bullion bianch 
Moieovei, as will be observed fiom the next paiagraph, there will be no 
prolonged or complete retai dation of the gi owtli of the gold reserve 

10 We propose, then, to convert our existing Gold Reserve Fund into a 
Gold and Silver Reserve Fund, into the silver bianch of which we shall 
deposit m the foim of silvei bullion, piepaied foi coinage, all profits on 
future coinage until the full 1 esei ve of 600 lakhs of tolas has been accumu- 
lated The pi ecise method of woikiug will be obvious from the following 
example Taking silver at 30 d pei ounce we can pui chase with hi million 
of gold about 215 lakhs of tolas of standaid silvei Out of this amount 
150 lakhs of tolas will be converted into the same numbei of rupees and these 
rupees will leplace the gold taken fiom the Cuirency Resei\e About tlnee 
lakhs will repiesent the Mint cliaige for seigniorage, and about one lakh of 
tolas wall disappeai m wastage There will remain about 61 lakhs of tolas of 
bullion which wall be deposited m the silvei bianch of the Gold and Silver 
Reserve Fund as the piofit on coining one and a half cioies of lupees With 
silver at 28 d pei ounce, the net piofit on the same coinage would amount to 
about 76 lakhs of tolas of bullion Thus the coinage piogiamrne of one and 
a half ci ores of mpees a month, which we aie about to lay befoie you, will 
piovide us with a minimum silvei leseive of SV ciores of tolas befoie the 
next busy season begins, and meanwhile the lupee balance in the Currency 
Reseive wull have been strengthened by the addition of 9 ciores We shall 
of couise go on to build up the full reserve of six croies of tolas as soon as 
fuitlier coinage pioduces the lequired piofits 

11 To utilise this bullion reseive, if cncumstances should lequne it to 
be diawn upon, wc should com into rupees and transfei to the Ciuiency 
Reseive the amount lequned at the moment (say 150 lakhs), and ciecbt the 
Gold and Silvei Resene Fund until the equivalent m gold (£1 million) 
Of this gold a sum worth about 61 lakhs of tolas of bullion (284,0001), 
at present silver pi ices, would he tiansfened to the Gold Branch of the 
fund as the profit on coining 150 lakhs, and the lemamder would suffice 
for the l e-pui chase of the amount of silvei which had been withdiawn 
(150 lakhs of tolas), besides meeting the seigniorage cliaige and the loss 
by wastage The silvei reseive would thus he automatically lestoied to 
its full amount 

It will thus he seen that whenevei the bullion reseive is diawn upon, 
and of couise aftei it has been finally framed, all subsequent piofits well 
be ci edited directly m gold as lieietofrae, while tlie accmal of mteiest on the 
existing investments will continue unchecked Thus the only effect on the 
stock of gold is that a sum of about £2-* millions (the amount lequned to 
purchase 600 lakhs of tolas) wull be held in. suspense m the form of silver, 
and will not earn intei est 

12 A e pass on to our thud lecommendation The principle of coinage 
in advance of actual lequirements was fonnulated m the despatch fiom Lord 
Cui zon’s Goa eminent No 143, dated 27th Apnl 1905 We aie of opinion 
that moie complete effect should noiv be given to the conclusions there 
stated We Avould note, in the first place, that tlie proper function of the 
bullion leseive is to piovide foi unforeseen demands The noiroal coinage 
of the year should be evenly distnbuted, instead of being concentiated into 
tlie busy season when the bullion reseive itself may require to be converted 
mto coin By following a diffeient piactice m the past w T e have mcuired 
a giave nsk In the last few months the Mints, as alieady stated, have been 
w oi king at extreme piessme, and the occunence of laborn tioubles such 
as actually took place m tlie Government Piess at Calcutta would have led 
to the most serious results In the coming yeai certain stiuctural alterations 
have to he carried out at the Bombay Mint, and the possibility that they may 
interfere with the work of the busy season is an additional leason for making 
ample prepaiatiou beforehand Secondly, we would point out that the limit, 
of lehance upon a reserve of bullion is leached when the leseive becomes 
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so Iaige that the time taken to coin it exceeds the time required to replace 
withdrawals by fiesli purchases in. England Any furthei stiengthenmo- 
of oui stocks can then be most advantageously effected by working up to 
a higher balance of coined lupees at the beginning of the busy%easou 
Thndly, we have to bear m mind tliat oui bullion leseive m the Gold 
and Silver Reserve Fund will foi some tune to come be below its full intended 
amount, and though we could, of eouise, foi the piesent, hold the balance 
of the six cioies of tolas in the Cunency Reserve, it will cause less complica- 
tion and yield the same lesult if we laise the numbei ot coined rupees 
to a higher amount than would otheiwise be necessaiy Advance coinage 
has also the advantage of spi ending the demands on the silvei maiket 
more evenly And, geneially, we recommend it as an obvious measure 
of precaution, unattended by countei balancing nsks Experience shows that 
a temporary surplus of lupees will inevitably be soon absoibed, and m the 
meantime the excess com remains locked up m oui balances and leseives, 
and cannot alfect puces and the course of exchange We trust that m view 
of these consideiations you will be prepaied to accept the programme 
of coinage which we now lay befoie you, and to make pui chases ot silvei 
in accoi dance with it 

13 The facts alieady stated suggest that 18 cioies is by no means an 
excessive estimate of the numbei of coined rupees which we ought to have 
available in oui Ctmeney Reseive on the 1st Octobei, when the busy season 
is about to open The absorption of the five months Octobei to Febmary 
inclusive has aveiaged about Rs croies during the last six >eais, while 
in 1905-6 it amounted to no less than 14f ciores It is cleai, theiefoie, that 
in a yeai in which join Council diafts aie heavy oui stock of lupees though 
standing at IS croies on the 1st October, will still lequne to be supplemented 
by the continuous coinage in the cold weather months , while if they prove 
relatively light, we can reduce oi stop the outturn of the Mints For 1906-7 
we estimate that we shall have to coin 9 croies at the late of 11 ciores 
a mouth between the 1st April and the 30th September next to attain the 
18 cioie standaid, while, as above pointed out, the ingot leseive will then 
be still below its full amount 

14 As we have alieady explained, dui mg the penod when profits on 
coinage aie being credited m silver, the coinage of each 150 lakbs of rupees 
involves the purchase of hi million’s woithof silvei An outturn of 9 ciores 
of coined rupees will accordingly require the supply of six millions sterling 
worth of bullion Excluding the indent of the 8tli Maicli we shall have 
in hand or alieady ordered, on the 1st April, a little ovei 21 millions’ woith, 
the coinage of which, at the rate of 150 lakhs a month, will occupy the 
Mints to the end of May Accordingly foi the coinage opeiations oh June 
to September we require £1 million's worth of bullion a month, timed to anivo 
on or before the middle of each month from May to August We have 
alieady m pursuance of this progiamme lequested you m our telegram 
of 8tli Maich last to purchase and ship £1 million’s woith m full by the 
15th May and on the 7th Apnl we asked you to send out a like amount 
not later than 15th June We desue to follow this up by similar ordeis 
of £1 million each in May and June for full delivery by the 15th July and the 
15th August respectively Such fui thei demands as we may have to make 
for the cold weather months will then be legulated by the actual position 
towards the close of the slack season, and by the progress of youi Council 
drawings 

We have, Ac , 

(Signed) Minto 

Kitchener 
A T Arundel 
Dlnail Ibbdison 
Ii E Richards 
E N B \KER 
O EE Scoix 
C L Tuppeu 
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Despatch fiom the Secretary or State to the Goiernment or India, 

No 57, dated 25tli May 1906 

My Lord, 

I have consideied m Council your lettei No 144, dated 26th April, 
recommending that a portion of the Gold Reserve Fund shall be held in 
silver 

2 I am of opinion that there is no objection m principle to the change 
m the charactei of tbe fund which this pioposal involves The general 
object foi which the fund was established ivas to provide, m the spirit 
of the recommendation made by the Indian Cmrency Committee of 1898, 
that the piofit on the coinage of rupees shall not be treated as a pait of the 
leienues of India, but shall be separately held and used foi a special and 
well defined piupose In 1900, when a scheme for establishing and dealing 
with the fund w r as appioved by Lord Geoige Hamilton, it was considered 
that the most useful puipose to which it could be devoted w r as to provide 
against the contingency of a fall m the exchange value of the rupee, and it 
was accordingly decided to hold it in gold or in sterling securities so that 
the sale of bills and telegraphic transfers on India might be reduced oi 
suspended when the demand was inactne, a portion of the gold or securities 
being tempoiaiily used, if necessaiy, towaids meeting disbuisements in tins 
country This object is one which must always be borne m mind , but it is 
equally necessaiy to piovide that, at times when the trade demand for 
i omittances is active, it shall be met piomptly and freely , and it is equally 
legitimate to use the fund foi this purpose, piovided that it is not treated as 
a pait of the leienues of India Undei 5 our scheme a poition of the profits 
of nipee com age would bo held on behalf of the fund m silvei to be used m 
meeting a demand foi remittances in excess of the amount that could be met 
fiom youi other resources, the proceeds of such excess remittances being 
devoted to the pui chase paitly of additional steilmg secuiities for the fund 
and paitly of silver to make good the amount withdiawn The total of the 
fund would lemain intact and would be increased as now r b\ the profit on 
additional coinage and the whole amount w ould be kept separate from 
jour Treasury balances and the Papei Cunency Reseive I accordingly 
appioie youi pioposal 

3 In the lattei pait of j r oui lettei jou inform me that you desne to coin 
enough lupees dunng the six months fiom 1st Apnl to 30th September 1906 
to secure that at the latter date you maj r hare 18 croies m jom Paper 
Cunencj Reseive , you estimate that this piogiamme will require the 
coinage of nine croies dunng the penod mentioned and you ask that silver 
to the value of 2 , 000,0001 maj T be 01 deied, m addition to the amounts 
requested in jom telegiams up to and including that of 7th April I find 
that on the 3rd of Alay jou had in the Cunency Reseive 1,379 lakhs of 
rupees, and bullion to the value of 287 lakhs, including the amount m 
tiansil The -value oideied but not yet supplied was 1,130,000Z (169 lakhs) 
Taking the puce of silvei at 30cZ an ounce, the total amount of bullion in 
your possession, 111 tiansit, and still to be pui chased on account of orders 
up to and including that which was given on receipt of your telegiam of 
7th Apnl, was about 650 laklis of tolas and the disposal of this amount, 
accoi cling to the figuies given m paiagraph 10 of j r our letter, would be as 
follows — 

Rupees added to Cunency Resene - - 453 lakhs 

Seigmoi age and wastage - - - - 12 „ 

Bullion tiansfenecl to Gold Reserve Fund 

(lakhs of tolas) ------ 185 ,, 

Thus, if no allowance, is made for absoiption of rupees thiough the 
piesentation of notes lor encashment up to the end of Septembei, the lupees 
in the Papei Cuiiencj r Reseive at that time would, apart from further 
pui chases, exceed 18 croies, wdnlc the bullion held m the Gold Reseive 
Fund would amount to 185 lakhs of tolas The figures for past yeais show 
that dunng the penod fiom Apnl to Septembei there is sometimes an 
absoiption of lupees and sometimes an automatic addition of mpee resene 
It is thus possible that the pui chase of 2 , 000,0001 silvei m addition to the 
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amount already ordered may be m excess of what is leqmred m older that 
you may have IS crores of coined mpees in the Paper Cuirency Reseive by 
the 30th September and may also have in your possession 3,50,00,000 tolas 
of bullion, the amount mentioned m paragiaph 10 of youi lettei You will 
be in a position to judge m the course of June whether the full 2,000,000? 
is xequued Meanwhile, m accoidance with the lequest contained in your 
telegram of 8th May, I haie oideied silver to the value of 1,000,000Z , and 
have given msti uctions that delivery shall, if possible, be completed in India 
by 15tli July Even if this should not be practicable, the bullion that you 
non have, togethei with the weekly shipments, will be enough to enable 
you to proceed with coinage at the late of 150 lakhs a month for some time 
beyond that date 

4 It remains to consider m what manner the funds shall be piovided 
for pui chasing this additional 1,000,000? of bullion, togethei with the 
fuithei amount suggested bv you m paiagiaph 14 of youi lettei The usual 
practice is to make payments of this natme m the fust instance fiom the 
balances of the Home Treasuiy, and to replenish those balances, as fai as 
the convenience of youi Government peimits, by the tiansfer of gold from 
the amount held m this country as pait of the Papei Cuirency Resene It 
mil, no doubt, be possible to anange in the couise of June and July for the 
transfei of consideiable sums fiom the Papei Cunency Reseive m addition 
to the 1,050,000? mentioned in youi telegrams of 10th and 18tli April and 
2nd May, but it occuis to me that, if the use of this piocedure appears 
likeh to imolve an excessive depletion of the gold held m the cuirency 
leseive, the balance m this countiy can in case of need be leplemshed by 
lealising a portion oi the secunties held on behalf of the Gold Resene 
Fund If this is done the simplest couise will be to anange that a poitiou 
of the Treasuiy bills shall be paid oil as they matiue instead of being 
lenewed Theieupon a tiausfei of a conesponding amount m rupees oi 
sil\ei bullion can be made to the Gold Reseive Fund m India the net 
result being that an addition to the total stock of sil\ ei m youi possession 
will have been made u ithoiil a fleeting the slock of gold oi the balances m 
this countiy or in India It is possible, of couise, that the condition of the 
Tieasuiy balances dunng the next few months may be such as to lendei it 
unnecessaiy to have recouise to this method of providing foi the pui chase 
of silvei , but I shall be glad to be informed b\ telegi am w hetliei you are m 
favoiu of its adoption if occasion anses If you agiee to the suggestion 
I shall liifoim you by telegram when a realisation of the secunties is 
contemplated, m oulei that you may anange at youi convenience foi the 
necessaiy tiansfer of silvei In any event I piopose to continue as now the 
investment of dividends on securities held on behalf of the fund 

3 I obseive that in vanous passages of youi lettei you refei to the fund 
as the Gold and Silver Reserve Fund, and I gathei that you desne that this 
shall be its designation in the futiue It appeals to me that it would be 
bettei to adopt a name which describes either its ongm oi the purpose for 
which it is maintained , and I suggest that it should be known m futiue as 
the Gold Standaid Reseive, the name suggested in Loid Geoige Hamilton’s 
Despatch of 13th Decembei 1900, No 232 

I hav e, Ac , 

(Signed) John Morley 


Despatch fiom the Secretary of State to the Government of India, 
No 85 Financial, dated 20th July 1906 


My Lord, 

In the telegi aphic coi respond ence ’ noted m the maigm you 
discuss the question raised m the fouith paragiaph of my Despatch of 


* Fiom Vicenn, dated 20th Juue 190G To ditto, (luted 28th June 1906 
dated 4th July 1906 (Not punted) 


Fiom 'ditto, 
N 4 
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25tli May last, No 57, vvhelhei , m oidei to avoid excessive -witlidi avals 
f loin the gold held in this countiy on hehall of the Papei Currency 
Depaitment, it is advisable to ai range foi the discharge of a portion 
of the Treasury Bills held on behalf of the Gold Standaid Itesei ve, the 
money thus leoeived being added to the balances of this Office to make 
good the depletion caused by the laige purchases of Bilvei lecently made at 
yoiu request, and the Gold Standaid Roseive being lestored to its present 
amount by the tiansfei to it of siliei bullion oi lupees in India of a value 
equal to the Tieasury bills paid off 

2 You state m youi telegiam of 4th Juh that the gold belonging to the 
Cuuency Depaitment m this country selves the pnmary puipose of providing 
funds foi the pm chase of silvei, and that, so long as it is applied to this 
puipose, iou see no objection to its being almost oi entirely depleted This 
is a view which I cannot sliaie The possession of a laige amount of gold 
by the Secretary of State in Council oi the Government of India as pait of 
the Papei Cuuency Rescive oi m the Tieasury balances is of considerable 
advantage to India as helping to maintain con tidence m the pei mancncc of 
the gold standaid and in the stability of the exchange "value of the lupee 
Since Febmaiy last, the gold hold by your Government and myself has 
decreased by 5,000,0002 , and the total holding now stands at little moie 
than 7,000,0002 I gatliei fiom youi telegiam of 4th Inly that you would 
have no objection to a fiuthei i eduction, bunging the total down to about 
3,500,0002 , and that you would piefci a i eduction to that figure lathei than 
the lealisation of a poition of the Tieasiuy Bills held ou account of the Gold 
Standaid Rescue 

3 Asatpiesent advised, I think that a i eduction of the total stock of 
gold to the hgiuc that you have mentioned would be disadvantageous to 
Indian intei ests, and if tow aids the end ol September it scorns piobable that 
the use of the gold in the Papei Cun one y Reserve as the sole souicc (other 
than the sale of Council Bills) foi leplemshing the balances of the Home 
Tieasiuy will result in i educing the total holding of gold by the Government 
below 0,000,0002, I contemplate piesentmg foi payment a poition or the 
whole of the 800,0002 Tieasiuy Bills maturing on 2Sth Septembei Though 
I have mentioned G, 000, 0002 as a minimum foi the picsent puipose, I think 
it desnable that the amount ol gold held by the Government of India and 
the Secietary of Stale in Council should, as a lule, ho consideiablv in excess 
of this figiuc 

4 It is, of comse, to be undei stood that Ticasuiy Bills will not be 
realised unless the condition of the IToine Treasury balances renders it 
necessaiy 

I bav c, Ac , 

(Signed) John Morley 


Lettei from J S Meston, Esq I C S , to L Abrahams, Esq , 
Financial Secietary, dated 18tli Octobei 190G 

Finance Department Simla, 1906 
Deyr Mr Abryhams, 

Our coinage progiamme, which was explained in Financial Despatcli 
No 144, dated the 26th Apul last, has now been completed as fai as it 
refei red to the fiist half of the cui rent yeai We pioposed, and the Secretaiy 
ol State sanctioned the proposal, to com 9 croies of rupees from purchased 
silver between Apnl and September, with tbe object of secuimg a balauco 
of 18 crores m oui Cunency Reseivo on tbe 1st October We anticipated 
that tbe profits on the operation would he lepiescnted by at least 3-V cioies 
of totals of silver bullion, lodged m tbe newly formed silvei bianch of the 
Gold Standard Reserve 
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2 Dmmg the six months, our Mints have coined approximately 9 1 , crores 

o£ new lupees Close on 34 cioies of tolas of silvei have been placed m the 
Gold Standard Reserve, and some furtliei payments v\ Inch aie necesaiy to 
bring up the full latio of Rlmt profits aie now being made Finally the 
Cunency Reseive on 1st instant held over 19£ cioies of coined rupees, so 
that our piogiamme has been fully woiked up to L 

3 It has also been fully justified by the heavy demand foi lupees 
Although the net absorption of rnpees for the six months was only about 
3] cioies, and the Cunency Reserve on the 1st instant was considerably 
stionger than was estimated in Maich, yet the issue of rupees since the busy 
trade season set m has been phenomenally heavy In August and Septembei 
G25 lakhs weie withdiawn against 365 lakhs in 1901-5, which \\ as the 
highest figuie of absoiption for those two months dunng the last six jeais 
The jute ciop has been an excellent one, and the puces have usen beyond all 
expectation , they were all but double those of last j ear at the same season 

4 There is leason to believe that the diam on the Reseive will continue 
The cotton liai vest pi onuses well, audit would not be safe to anticipate a 
stuallei tiade demand foi lupees dunng the wintei months than we had to lace 
last yeai In Novembei-Febiuary of 1905-6 the absorption was almost 
12] cioies, and it is quite possible that oui issues this wintei maj r exceed 
eeeu that figuie With this piospect befoie us, we shall have to keep the 
Mints fully engaged up to Chnstmas, and hence oui continued indents upon 
you for silvei, as well as oui pmehase of about 700,0001 worth fiom the 
Russo-Chmese Bank m tins country 

5 The gieat activity of trade, and the suddenness and magnitude of the 
demand foi rupees which it foices on us, have led us to considei carefully 
where to turn foi assistance in case of need Something has on two lecent 
occasions been obtained by means of tempoiaiy loans from a Native State, but 
this resoul ce is unceitam and does not cany ns veiy far The most piomismg 
resouice is the Gold Standaid Reseive The silvei blanch of this now 
amounts to ovei 3-1 ciores of tolas, stamped into blanks ready foi coinage 
into standard rupees within a period of foul days By the end of Novembei 
we anticipate that it will have reached the neighbourhood of foui cioies, and 
with expanding coinage it should continue to increase It now stands outside 
the Cunency Reserve, and (of couise) is quite distinct fiom oui oidmaiy cash 
balances It foi ms a most convenient and readily av ailable resource, and we 
think that it would be quite legitimate to draw upon it tempoianly whenevei 
oui other cash reserves weie foi the time being exhausted When it was so 
diawn upon, the amount appiopriated should be tieated as a tempoiaiy loan, 
bearing interest at the ordinary late of 34 pei cent , and should be leplaced 
as soon as the state of our balances permitted 

6 To enable us to resoi t to this expedient m case of need, we think that 
the balance of silvei in the Gold Standaid Reseive should be coined into 
lupees as speedily as convenient, and that m tutuie all balances should be held 
m that form, andnot m the foim of blanks In paragiaph 61 of the Financial 
Statement foi 1905-6 a contrary view was expressed But at that time the 
Ingot Reserve, as it was then called, was held as pait of the Cunency Reseive, 
and it was considered impoitant to hold it m a foim natuially different from 
that of the ordinary cunency Now that the silver biancli of the Gold 
Standard Reserve (winch has taken the place of the formei Ingot Reseive) 
stands quite apait both from cunency and also fiom oui cash balances, the 
leasons loi maintaining it m a different foim have ceased to exist We could no 
doubt draw upon it immediately by tiansfemng it to cun ency in exchange foi 
i upees and this would be done in case of necesnty, and it could be coined into 
lupees (piovided that the Mints were free) at the cost of a delay of about four 
days fiom the stait But if the amount requited weie considerable, as is 
likely, the aggregate delay m coinage might be much greater, and we should 
be leluctant to accept the risk involved in an exchange for i upees m cunency, 
the stock of which, though at the moment ample, is very far fiom stable 
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7 We tlieiefoie desne the sanction of the Secretaiy of State — 

(!) to the coinage, as convenience permits, of the silvei m the Gold 
Standaid Reseive into mpees, which will he kepi entnelj 
sepaiate from our oulinaij balances and fiom the Curiencv 
Reseive exactly as at piesent, and 

(2) to oui di awing upon the stock thus made a\ ailahle, when cn- 
cumstances may loquue, in the form of temporaiy loans bearing 
interest at 31 pei cent All such tiansactions will be leported 
to you by wne as they occur 

Yoius, Ac, 

(Signed) J \s Mistox 


Despatch fiom the SrciiriAUY oi STArr to the Govtrnuu st of I\di\, 

No 135, dated 16th Novembei 1900 

My Loud, 

I understand horn your Financial Secietary’slettei No 5,S51 A, dated 
18th Octobei 1906, that you desne to hold m thefonn of mpees, instead of 
uncoined blanks, the sihei poition of the Gold Standaid Resene, and to be 
peinntted to take tempoi aij loans liom the Rescue at 3’, pei cent inteiest 
when the necessity anses foi stiengthening \ oui Tieasuu balances at short 
notice 

2 I appiove the lonnei pioposal 1 also agiee that the silvei in the 
Reserve may piopeilj be used foi stiengthening join Tieasun bal mces m an 
emeigency, even when jou aie not able to pav into the Rescue the equivalent 
m gold of the amount vvithdiavvn, aud a suggestion to that eflect was made 
m my telegiam of 30th October If at such a time the state of the Home 
Tieasmy balances does not peimit of my investing on account of the Reseive 
a sum equivalent to the amount vvithdiavvn in India, the best course will be 
to tieat as a loan, m the mannci pioposed bj jou, the amount withdiawn 
In that ev ent. the total assets of the Rescue will be shown in the published 
statements as consisting paitly of securities, paitlj of money due fiom voiu 
Government, and paitly, perhaps, of sihei To include a huge debt hom 
j r oui Government as one of the assets of the Reserve is a couise not free fiom 
disadvantage I should agiee to it m such cucumstanccs as I have descubed 
above, but I am ol opinion that oidmauly an investment in secuuties on 
behalf of the Reseive should be made, if the state of the Home Tieasuiv 
balances admits, in oidei to make good amounts vvithdiavvn m India When 
investments of this natuie aie made m hngland, Tieasmy bills can be bought 
so that if, at the time of then matunty, vou aie piepaied to lestoie the silvei 
m the Gold Standaid Reseive to its ioimer amount, the Home Tieasuiv 
balances can at once be leplemshed without the lisk of loss of capital value 
You should, tlieiefoie, infonn me m good time whenevei jou contemplate a 
tiansfei ol silver fiom the Reseive to jour Tieasui j- balances, in ordei that I 
may considei on each occasion whethei to make an investment m this countiy 
m lespect of the whole oi i pail ol the withdrawal 

I hav e, Ac , 

(Signed) John Morlev 


Telegiam fiom Secretary oi State to Viet nov, Financial Depaitment, 
dated 30th Novembei 1906 

I am selling telegiaplnc tiansfcis at the puce of 1/4 Do jon see am 
objection to my selling fieelv v 


Telegiam iiom Viceroy, dated 4th Decemhei 1906 

Youi telegiam dated 30tli Novembei You maj sell telegiaplnc tiansfeis 
•aggregating Rs 1,00,00,000 on 5th and 12tli instant, on the undei standing 
that jou do not sell m each week bills and tiansfeis amounting togethei to 
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more than Rs 1,20,00,000 We shall be glad to have a further telegram in 
case you propose making heavy sales of transfers aftei the 12th December , 
as it may not be m our power to meet them 


Telegram from Secretary of State to Viceroy, Financial Depaitment 

dated 5th December 1906 

Telegraphic Transfers Your telegiam of yesterday In spite of sale of 
50 lakhs to-day the demand seems likely to be strong It seems desirable 
that I should sell freely, even beyond the limit which you mentioned, if 
necessary, in older to avoid inconvenience to trade by restricting sales, and 
that you should follow the course approved m my Despatch No 135 of 
16th November, and borrow fiorn the silver portion of Gold Standard 
Reserve to supplement your balances Please reply on Thursday, and, if 
3 ou agiee, state how much I may sell each week in Transfers up to the end 
of 1906, and how much m Bills 


Telegram from Viceroy, dated 6th Decembei 1906 

Telegraphic Transfers Yours 5th December Unless senous emeigency 
arises in India, we are veiy unwilling to borrow horn silvei branch of Gold 
Standard Reseive Piesent demand should, m oui opinion, be met by sale 
in London of Telegiaphic Transfers against Cuirency, the proceeds being 
placed in your Curiency Chest 

Until oui November balances are compiled on the 10th instant, we 
cannot supply you with the weekly estimates desired We will telegraph on 
the 10th or 1 1 th, and m the meantime we agree to 3’oui offering foi sale at 
once the 50 lakhs of Telegraphic Transfeis which we agieed might be sold 
on the 12th instant 


Telegiam fiom Viceroy, dated 7th Decembei 1906 

Telegiaphic Transfers As extreme stringency exists in the money 
market here, with possibility of serious panic, vve should like to make an 
announcement on 8tli instant that the Secietaiy of State will during the 
next thiee weeks, be prepaied to sell transfers freely without restriction up 
to the amount advertised, and bejmnd it to such extra amount as you think 
will be possible We must, if this action is taken, tiansfei silvei fiom Gold 
Standard Reseive unless 3 r ou can come to our assistance by selling against 
Curiency Please leply to-day whether you agree 


Telegiam to Viceroy, dated 7th Decembei 1906 

Telegraphic Transfers Your telegiams of 6th and 7th instant 
Announcement may be made m India that Secietay of State is piepared 
to sell tiansfeis freely at rates not exceeding Is — the present late for 
specials You should stiengthen your balances m case of need by bonowmg 
from the silvei poition of the Gold Standard Reseive and let me know the 
amount of such loans Foi various reasons I wish to avoid addition of gold 
to Cuirency Reserve m London This would, foi example, entail diminution 
of reserve of Bank of England and, by its effect on discount rates m London, 
would probably mteifeie with anangements for renewing debentuies of 
Guaranteed Railwa3S ma tilling in Decembei 


Telegiam from Viceroy, dated 8th December 1906 

Telegiaphic, Transfers Announcement in the teims of 3'oui message 
dated 7th December has been made , but it is necessai\ to state cleaily that 
we shall not be able to meet youi diawmgs without limit That is to say, 
we cannot meet them to an extent of more than 1 cioies in Decembei besides 
paying all the transfers and bills already drawn by 3011, even if w e completely 
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use up tlie silver in the Gold Standard Reseive Payments on this scale, 
which would, we are convinced, exhaust our only available leseive, aie most 
strongly to be depiecated We may possibly also be obliged to giant a loan 
to the Bank of Bengal We theiefoie ventuie again to pi ess you to diaw 
against Currency If, as is unavoidable, youi total diawmgs must be 
restricted, it can make no difference to the Bank of England uhethei you 
adopt our suggestion or not, as m the latter case the Exchange Banks will 
be compelled to take gold from the Bank for shipment to India, involving 
delay and expense to tiade 


Telegiam fiom Viceroy, dated 10th December 1906 

Telegraphic Tiansfeis My telegram of 8th December A loan of 
Rs 25,00,000 is being taken by the Bank of Bengal, and they null piobably 
apply shoitly foi a fnither loan of the same amount Money stnngeney 
continues m an acute foun, and the four pimcipal Exchange Banks at this 
Presidency have to-day appioached us for assistance Then inquest is that 
vie should foi the next thiee weeks advance to them Rs 60,00,000 a week on 
then coniomt secunty, and on then pionnsmg to lepay us by piu chasing 
telegiapluc tiansfeis wdien their bills aie discounted m London 

We aie not piepaied to assist the Exchange Banks by making dnect 
advances to them, but m the very exceptional cncumstances which exist 
we aie willing to help the Piesidency Banks to finance them, and tins 
we propose to do by making advances of Rs 40,00,000 a week foi tlnce 
consecutive weeks to the Bank of Bengal, lequnnig repayment of such 
advances thiee weeks after the dates when they aie made 

Please mfoim us at the earliest possible date whethei you agiee to tins 
pioposal It will have the effect of diminishing fiom 4 cioies to 2S0 lakhs 
the^ amount of youi diawmgs which we can meet without obliging you to 
draw against cunency 


Telegiam from Secretary or State to Viceroy, Financial Department, 

dated 11th Decembei 1906 

Telegiaphic Transfeis Your telegrams 8th and 10th instant We 
should, if possible, avoid tiansfer of cunency to gold m London, at any rate 
until eaily m Januaiy By then the holders of the deben trues to which I 
lefened m my telegiam 7th Decembei wall have decided about renewing 
If gold weie transferred, the piobabihty of lefnsals would be mci eased, 
and thus an inconvenient dram on my Tieasuiy balances might be caused 
The suggestion made in youi telegiam of 8th instant that gold might be 
shipped fiom London by Exchange Banks is veiy unlikely to be realised 
Therefore, befoie I resort to drawing against Cunency, loans from Gold 
Standard Reserve should be taken to a considerable extent At the same 
time I lecognise that it may ultimately be necessaiy foi me to draw against 
cunency With reference to the question of helping the Exchange Banks 
by loans, the head offices tell me that they aie piepaied to supply then 
requirements in India by buying tiansfeis and bills m the usual way, and 
that they have no knowledge of the application made by then Calcutta 
branches to you This being so, it seems unnecessary^ for you to make 
special advances to the Bank of Bengal as suggested Please keep me 
informed of the situation, and answei the followung questions (1) Do you 
wish me to buy moie silver’ (2) May I now assume that, if drawings 
against cuirency aie not made, 400 lakhs is the limit of drawings that you 
can meet up to 31st Decembei ’ (3) Is it the case, as I piesume, that this 
limit coveis only the bills sold on ]2th December and transfers sold between 
10th and 31st December, and that bills sold after 12th December, which wall 
not be paid until Januaiy, are outside the limit ’ 
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Telegiam fiom Vioeroy, dated 15th December 1900 

Telegraphic transfers Yours, 11th. December We have diopped the 
scheme of special advances to the Bank of Bengal for assistance of Exchange 
Banks, having heaid nothing furthei from them At pieseut we do not 
require moie silver On 13tli instant, we bon owed horn Gold Standaid 
Reserve Rs 90,00,000 worth of silvei, and aie coming up the blanks now 
Probably we shall need to bonow the whole amount, which now stands at 
about 345 lakhs of tolas Rs 4,00,00,000 should be regarded as the limit of 
your drawings up to 31st December, and the figuie should be taken to 
include bills sold on 12th Decembei, and tiansfeis sold between 10th and 
31st In oidei, however, to keep down the number of bills which will have 
to be met here m eaily Jammy, when oui balances will be low, we should 
piefei that the greatei poition of tiansfers drawn by you within the 
400 lakhs limit should consist of legulai sales 


Telegiam to Viceroy, dated 18th Decembei 1906 

Youi telegram, loth Decembei Befoie leceiving it I had ahead) given 
an oi dei for silvei to the Aalue of half a million 135,0001 of tins has 
been puichased The lemamdci of the order can be cancelled if you wish 
it, but I think it would be pi efei able to complete it, thus beginning to make 
piovision foi lepaying arnouut bonowed from the Gold Standard Reserve 
Please telegraph at eaihest convenience what aie your views 


Telegiam from Viceroy, dated lStli Decembei 1906 

My telegiam, 15th Decembei A fuither loan of Rs 1,69,00,000 in 
rupees and blanks is being made liom Gold Standaid Reseive Aie you 
making coi responding investments in London against those loans ? Please 
telegiapli reply 


Telegram fiom Secretary or St yt r to Yiciroy, Finance Depaitment, 
dated 20th Decembei 1906 

Youi telegiam of the 18th instant I am not making investments on 
behalf of the Gold Standard Reserve It is pioposed to treat your w lth- 
diawals entirely as loans fiom the leseive, to be lepaul by you m India 


Telegram fiom Secretary or State to Viceroy, Finance Department, 
dated 20th December 1906 

Pui chase of silver My telegiam of 18th Decembei I have decided to 
complete the purchase of the 500,0001 As the silvei is bought it w ill be 
added to the Currency Reseive, and I shall thus be able to sell tiansfers 
against it over and above the limit of 4 cioies What amount of tiansfers 
can you still meet fiom cash balances and Gold Standard Reserve indepen- 
dently of the 500,0001 silvei which I am pm chasing as above mentioned, 
(a) between now and 28th Decembei, (5) between 28th December and 
4th January ? Please telegiaph reply It would be most desirable, if 
possible, not to trausfei gold to Cunency Reseive heie before the 4th 
Januaiy 


Telegram from Viceroy, dated 20th Decembei 1906 

Silver Your telegiam of 18th instant IV e agree that you should 
finish puichase of halt-million steilmg, but we do not anticipate that we 
shall wrnnt anymore for the piesent, and we request that you will com- 
municate with us before making any furthei puichase We shall be glad 
if you will, so far as convenient, now invest gold m England (as proposed m 
youi Despatch No 135 of 16th November 1906), against the silvei (1,800,1)00.) 
wdiich has been bonowed m India from the Gold Standaid Reseive, letting 
us know fiom time to time how much has been invested 
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Telegram from Viceroy, dated 22nd Decembei 1906 
Telegraphic transfeis Youi telegiam oi 20th December It is not 
possible for ns to meet moie than 25 lakhs np to 4th Januai y, as alieady 
intimated It makes no difference whether tins amount is drawn before 
28th December or after that date 

It will almost ceitamlybe necessary for us, owing to youi drawings of 
120 lakhs on the 26th December, to ask you to assist us befoie 11th January 
through your Cunency Chest, but details will be telegiaphed to you 
latei on 


Telegram from Secret ary or Stvtp to Viceroy, dated 21th Decembei 1906 

Your telegiam dated 20th December When the older foi half a million 
pounds w oi th of silvei has been completed, I u ill lefer to vou befoie making 
any furthei pui chases 

As regards loan fiom the Gold Standard Reserve, I recognise that, owing 
to my heavy chawmgs having i educed youi balances, the necessity may 
eventual!} anse foi investment in this countiy m ordei to wake good the 
reseive, but, as indicated in my telegiam of the 20tli Decembei, I piefei at 
piesent to consider youi withdrawals purely as loans 

Please notify me of youi furthei boi rowings horn the Gold Standaul 
Reseive 


Telegiam fiom VicrroY, dated 24th Decembei 1906 
Gold Standard Reserve We have made a furthei tiansfei fiom it to 
Tieasmy of Rs 1,10,25,000 in rupees and silvei bullion, m addition to the 
transfeis alieady lepoited to you 


Telegiam fiom Secretary or State to Viceroy, Financial Depai tment, 
dated 27th Decembei 1906 

Telegraphic tiausfeis As sales to-day amounted to ovei 90 lakhs, and 
as ini tlier sales will piobably take place very shoitly, I shah tiansfer 
500,0001 to Cunency Reseive on the 28th instant ( See youi telegram of 
22nd instant ) 


Telegram from Secretary or State to Viceroy, Financial Department, 

dated 1st Januai y 1907 

In continuation of my telegiam, 27th ultimo To-moiiov\ evening I shall 
transfei to Papei Cuireucy Reserve an additional half-million steilmo- 
Until Tlnusday next this information should be regaided as confidential ° 


Telegiam from Secretary of State to Viclroy, Finance Department, 

dated 9th Januaiy 1907 

Telegraphic transfers I have to-day sold about, 84 lakhs m oidmaiy 
sales oi transfers, followed by 4 lakhs oi specials Let me know as eaily as 
possible to-monow whethei you wish me to tiansfei more gold to Currency 
Reserve Will you further consider by what date a portion of the gold 
transfeired to Cunency can be released ? 


Telegiam from Viceroy, dated 10th Januaiy 1907 

Youi telegram of yesteiday At piesent we shall not need tiansfer 
of moie gold to Cuirency Reseive As legaids the lelease oi gold fiom 
Currency Reseive we shall m a day or two telegraph our views 



APrr\Di\ v 


151 


Telegiam from Secretary or Stau to Viceroy, 1 mance Department, 
dated 14tli February 1907 

Refer to j our telegram 24th ultimo and Comptroller-General’s 9th instant j 
If you find that mi drawings up to the end of 1906-7 aie too large for you 
to meet from youi Tieasmv balances besides repaying to the Gold Stan dm d 
Reset ve 3S0 lakhs of lupees, I think a postponement of that repayment 
would be prefeiable to a transfer of gold to Cunency Reserve m England 
]My balances are at present earning mteiest at 41 per cent , and the tiansfer 
would involve then reduction 


Telegram from Viceroy, dated 16th February 1907 

With refeience to your telegram 14th Febiuaiy Despatch now undei 
issue, and also letter fiom oui Financial Secietaiy ulnch went on 14th instant, 
evpiess our views on the repayment, of loans fiom Gold Standard Reserve 
Since the present position is that supplj of lupees in India is sufficient, 
while oui and your balances combined aie adequate foi purposes of treasury, 
a continuance o 1 the loan of silver fiom Gold Standaid Reserve is not 
justifiable, nor, in oui opinion, can comparatively small gain m mteiest 
seemed to jou thereby compensate foi using the Reserve m a manner foreign 
to its avowed object We trust that you will, before the 31st Maich, give us 
the help necessary to lestore the Reserve as eaily as possible, a matter to 
which we attach gieat importance 


Letter fiom the Governvilnj ot India to the Secretary or State, 

No G6, dated 21st Felnuaiv 1907 
Sir, 

We have had undei consideiation jour Despatches No 85 (Financial), 
dated the 20th July 1906, and No 1 35 (financial), dated the 10th November 
1906 , as well as the telegrams J recently interchanged on the subject of 
jour diawmgs upon us during December 1906 In the couise of the 
coirespondence you have been unable to accept oui recommendations upon 
two questions which have an intimate hearing upon oui curiency policy 
We are confident that you attach the same high importance as we do to 
maintaining the closest continuity in that policy, and it may he well that 
we should fully explain to j r ou oui views upon those points wheie we aie 
apprehensive of innovation 

2 The first matter to winch we invite j r oui consideiation is our lecent loan 
fiom the Gold Standaid Reserve, fiom which we have had to tiansfer the 
whole of its silver branch to our treasurj’ m ordei to meet jour large issues 
of Telegraphic Transfers since the first of last month The importance of 
the Gold Standard Reserve as one of the mam guarantees for the stability of 
our currencj sj stem is now full} recognised bj the commercial public Its 
published accounts are subjected to scrutiny and criticism , and it is clearly 
incumbent on us to avoid anj tieatment of the reserve which might impair 
public confidence m its efficiencj We consider it therefore most essential 
to treat the reserve as a fund which maj r be diawu upon for the specific 

* 'lol( "run Irom Victuot 21th .famiurt 1907 
With TcforuH l to lour telegram* 1 7lh mid 18th Jann irj We agree to j onr proposal to 
drntr 42,000000/ further, if jou find it comomeut todritt another 1,000000/ in Council 
Bills in two tours to recoup tin -.uni* Ir in->fr ir< d to jroui Cnriemt ( host from tout J loasury on 
28th December and 2nd Januirt, mi should hue no oh]octiou 

Our pre-ent forecast admits of out meeting from our 1'reasuij bilmces tour di livings up to 
t maximum of 20,700 000/ during 1900-07 Ibis loicetst < xcludes anj further dent mgs on 
i< couut of the puri base of 'ihei from >our I rcasurj But ll during the * ut i cut ten ton transfer 
gold to jour lrcnsuiv fiom jour Cm run t dust ton should reduce bt an equil amount jour 
druttitigs in 1900-07 igiiiiist oui lieasurj buliuico- It dining 1906-07 ton di itt more tlnn 
26,500,000/, it liilij ho neeessnt to ask ton to help u* thiough Cuiiemj, in ordoi to strengthen 
our balances 

t 'lelogram fiom Cotu rnot.l.i it Gr\Eiitl, 9th l'obruirj 1907 
Cash balances in Indian rreasurie* at eloso of last month, Rs J 2 95 00000 Estimated 
bdam.es 28th Tobi u irj next, Rs 13 7500000, 51st March next, Rs 130000000 Estimato 
of Council Bills puj able, mi hiding tclegrtphic trunsieis against gold in ti uisit to England 
Fcbruarj-, 500,000/ March, 300,000/ Estimate issnmes lepajmoitt India 380,000/ Gold 
St tadmd Reserve, and purchase 1,000,000/ sihei I'ebiuiut, Aim eh, fiom Homo 1'reasurv hranch 
+ Begtuuing ttith tour telegram dated 80th Not ember 1906, and ending tvitli jour telegrun 
dated 1st Jannaiv 1S07 
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purposes for which it was established, and for no others It would be m 
full accord with the declaied objects of the reserve that you should diaw on 
its gold branch to suppoit youi tieasiuy m the event of any matenal fall in 
exchange , or that we should draw’ oil its silver bianch when threatened by a 
shoitage m oui stock of rupees in India In the former event we should 
recoup the leserve by paying silvei into it m India, pending a suitable 
oppoi tunity for an equivalent lemittance of gold to England The procedure 
to be obseived m the latter contingency was explained m our Despatch 
No Mi, dated the 26th Apnl 1906, and ne desire to adlioie m their 
entirety to the principles tlieie laid down To employ the resene, however, 
foi any otliei purpose than those indicated above is, m our opinion, to be 
depiecated as a vanation from oui cuirency policy which may seriously 
weaken it and would certainly be liable to general miseonstiuction 

We have not overlooked the fact that, m Ootobei last, we asked jour 
consent to bonow fiom the Gold Standaid Reserve m case of emergencj 
We considei that, undei ceitain conditions, it would bo permissible to take 
a loan fiom the lesene, just as we might do from a Native State But we 
entnely accept your views of the disadvantages of such action Moi cover, 
we see equally stiong objections to taking a loan, as jou have suggested/ 
against an investment on behalf of the resene m England , for an airange- 
ment of this natuie would impiv that jou held spare funds m yoiu home 
treasuiy, with wdncli vou could assist us eitliei dnectlv, oi by a remittance 
through Cunency, oi by the purchase oi silver foi shipment to us When a 
steihng investment is made m the Gold Standaid Rescue against acoire- 
sponding withdiawal fiom its silver bianch, the fact indicates that cucum- 
stances have ansen which justify ns, not in taking a tempoiaij loan fiom the 
silvei bianch, but m using it outnght, leaving it to be built up again m the 
usual way fiom the piofits of new coinage 

3 Holding these views, we cannot but i egret the necessitj r foi utilising 
the wdiole of the silvei m the Gold Standaid Reseive during last December 
The occasion was not one foi calling up the leseive in defence of oui 
currency stock of silver We weie suilenng at the time from no shortage 
of mpees, as oui cunency leseive had close on 17 cioies at the beginning 
of Decembei and would not have fallen below 13^ cioies, even if it had 
received no assistance fiom the Gold Standaid Reserve, bj r the end of the 
month We had thus an ample supply to meet all lequnements foi tiade 
remittances, and no occasion foi using the silver outnght had theiefore 
arisen Nor was it an occasion foi bon owing fiom the leserve In our 
judgmeut, that couiso is, as a lule, onlj justifiable when we are confronted 
with a shoitage of mpees, which is of a stnctly tempoiaiy character, likely 
to be made good within a modeiate tune without losortmg to new coinage 
These conditions did not obtain on the piesent occasion It is tiue that our 
tieasiuy balances weie low , but oui lesomces as a whole weie well ovei the 
maigm of saiety, and the position contained no element of cnsis such as 
would ordinal llj have foiced us to seek for a loan The compulsion aiose 
from the tightness of money in the London niaiket, and from join 
appiehension of difficulty m lenevvmg the guaianteed railway debentuies 
which matuied dunng the month These considerations apait, it would 
apparently have been withm youi povvei to assist oui tieasury balances 
by tiansfcmng gold to youi curiencj chest, t oi to lelicve the piessuie upon 
them by diawmg upon oiu Cunency Reserve Wo lecognise the difficulties 
of the position, which weie aggravated by an abnonnally keen competition 
for money m India happening to coincide with gieat stringency m the 
London maiket But, on the otliei hand, vve would urge the grave dis- 
advantages of any action which would mteilcie with the development or 
shake the ciodit of our cunency system 

4 The second question which vve would ask you to leconsider conceins 
the pioper use and functions of the gold winch you hold m London on behalf 
of oui Papei Cunency Depaitment In youi Despatch of the 20th July 1906, 
you demuned to our view that youi cunency chest might be depleted without 
sciuple, so long as its contents weie employed m the purchase of silver You 
considered that a substantial holding of gold m the tieasury balances and 

* Dcspitch Ko 135 (Finnncnl) ilitid the 16th Novcmbci 1906, page 146 

f Under section 13 of the Indian Paper Cunencj Act, 1905 
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currency reserve helps to maintain confidence in the Gold Standard and the 
stability of exchange And you weie piepaied, lather than allow oui total 
stock of liquid gold to fall below 6,000,000/ , to leliam fiom lenewmg some 
of the short term investments of the Gold Standaid Reseive, and to plate 
then pioceeds m yoiu tieasuiv The necessity foi such a step foitunalely 
did not anse , and the conditions of the money market subsequently disposed 
you to diminish, if possible, rathei than mciease, our stock of eai-maiked 
gold m England 

5 The purpose foi which a currency chest was opened m London was 
descnbed m ]\lr Brodnck’s Despatch No 41 (Financial), dated 7th Apnl 
1905 The gold was to be held at the Bank of England “ so as to be imrne- 
“ diately available for the pin chase of silver whenever the need foi additional 
“ coinage may arise ” Your predecessoi added that anothei advantage of 
storing the gold m England would lie the possibility of using it to replenish 
the balances of the Home tieasury against an equivalent tiansfei m India of 
rupees from our Tieasury to the Cuirency Reseive The lattei function of 
the ear-maiked gold was cleaily meant to be subsidiary to its use, when 
required, for the prompt puichase of silvei Experience has justified this 
view , you have not yet been compelled to supplement youi balances by 
currency gold whereas we have had to send you constant and urgent indents 
for silver to meet the heavy demand foi lupees m India The emeigency for 
which the cunency chest was cieated continues to lecui The great activity 
m tiade, and the hoarding of rupees which always accompanies general 
prosperity in this country, make it imperative that we should be able to effect 
laige pui chases of sihei at shoit notice The cunency chest m London, 
which can be replenished as the State of the Tieasuiy balances pei nuts, 
would enable us to cairy out those purchases without any delay or difficulty 
in providing the gold to pay foi them But if, at times when exchange is 
firm, we are debaired from using it foi this puipose, it ceases, in our opinion, 
to peiform the chief function foi which it was established 

6 We readily accept youi view that a laige stock of gold m London has 
a valuable influence in steadying exchange It is piecisely with this object 
that the funds of the Gold Standaid Reseive aie invested in England m the 
most easily com ertible forms of gold secuiities We have frequently been 
pressed to hold a poitron of the reseive m liquid gold , and this is an arrange- 
ment which may ultimately be feasible, though we aie not convinced of the 
necessitj r for it undei oidinaiy conditions, and ive piefei, while the leseive 
is being built up, to let it earn all the mteiest it can But, whether it is 
held in gold securities oi m a liquid foim, the Gold Standaid Reseive is our 
fiist line of defence against a fall in exchange So long as it is adequately 
maintained, the exact amount of gold in youi cunency chest has always 
seemed to us to be a mattei of relatively minor impoitance The public 
know that the cunency gold m London is eai-maiked for a particular 
purpose , that it is pait of a fund leserved by law to ensuie the convei tibility 
of our note issues , and consequently that it is liable to considerable fluctua- 
tions The Gold Standaid Reserve, on the othei hand, exists solely for the 
purpose of maintaining exchange, and is umveisallj identified with that pait 
of our cunency pohcy We should especially legiet any decision to lealise 
the securities of the Gold Staudaid Reserve m oidei to lecoup your Tieasury 
balances for the puichase of silvei In oui opinion, a withdiawal of gold 
from the Gold Standard Reseive foi this puipose would harm a fai woise 
effect on the public mind than a reduction m yoiu stock of cunency gold 
The puichase of silver is a legitimate function of youi cuirency chest, but it 
is entnely foieign to the objects of the Gold Standaid Reseive 

7 On all these giounds, therefoie, we tiust that you will be able to agree 
with us that the cunency gold m London may be fieely diawn upon for the 
purchase of silvei when we lequne it, being lecouped, whenever convenient 
from the pioceeds of extra Council Bills We shall piobably need consider- 
able supplies of silver between now and next September But we need uot 
remind you of the strength of our gold position You hold 6 millions foi us 
xn youi cunency chest We have neaily 5 millions m gold m India , and 
though this amount will now dimmish through youi interception of gold m 
tiansit to us, it will rapidly grow again when you cease your purchases 
fiom Australia Finally, the investments of the Gold Standard Reserve m 
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England have iisen to about 121 millions Then growth has been tern- 
poranlj ariested by the building up of the silvei blanch of tlie reserve , but 
we expect that branch to loach its limit of 6 cioies by the end of the cuirent 
financial veai, aftei which all fuithei piofits on our rupee coinage will go to 
increase the volume of the gold investments, 

We have, Ac , 

(Signed) Kitciiiau? 

Ben /it, Ibbltson 
II E Richards 
E N Bvmr 
IJ Amvisnx 
J F Fineav 


Despatch fiom the Si cni/rvm oi Sun to the Govern mi nt or India, 

No 62, dated 26th Apul 1007 

]\h Lord, 

I iia\e consideied m Council \om lettei of 21st Febmaiy DOT, 
No 66, explaining your views on certain matteis relating to the Gold 
Standard Reserve and the Papei Cunoucy Rescive 

2 You expiess joui lcgiet at the decision conveyed in mv telcgiamsof 
5th and 7th Dccembei 1906, that a pail of the additional funds requned bv 
you in the couise oi the last Inisv season, to enable you to meet bills and 
telegiapiuc transfeis, should bo piovidcd b\ a ten lpoiaiy loan from th<» silvei 
poition of the Gold Standaid Reseive You would have prefeired that 1 
should provide foi the necessaiy addition to vom Treasurv balances by 
tiansfemng gold in London to the Ciu leucv Rosen c, thus enabling mpees 
to be taken i l om the Indian poi lion of that i eserv e 

3 Befoie dealing in detail with yom objections to the course actually 
pursued, I wish to remind you of the cucmnstances in which it was decided 
to adopt it in Decembei last The London money maiket was at that tunc 
sufteung fiom seveie stringency, and it was a mattei of dnect and lnunediato 
importance to India that this should not he mcieased, since guaianteed 
debenture bonds amounting to 1,795,100/ were to fall due between 
31st Decembei 1906 and 18th Februaiy 1907, of which it was veiv dcsuablo 
that 1,374,600/ should he lenevved The chance of the renewals being 
effected on favouiable terms depended on the state of the money maiket, and 
would have been piejuchced if the maiket had been disturbed bv a tiansfei 
of gold ftoiu the leseivc of the Bank of England to the Papei Cuiiency 
Reseive The advantage of avoiding such a transfer was theiefore con- 
sideiable , and it appealed to me that the only countcibalanungdisadvant lgc 
was that mentioned in my Despatch No 135, of 16tli Novembei 1906, vu , 
that m the published accounts of the Reseive its assets vvoulcl for a tune be 
shown as consisting paitly of a debt due from joui Government Neitbei 
voui lesouices noi the conditions affecting Indian tiade could m any wav be 
unfavoiuably affected After caieful consideration, l came to the conclusion 
that the advantage of taking a loan was far moic important than the one 
disadvantage 

4 You now submit that the course puisued was open to objection on 
vanous giounds othei than the one wdnch I have mentioned 

5 One giouncl of objection is that to take a loan was at vauance with the 
objects loi which the Gold Standaid Reseive was established, and involved a 
depaituie from the piocedure mentioned in voui Letter of 26th Apul 1906, 
No 144 These statements aie, of couise, coircct , hut they take no account 
of the fact that, since the establishment of the Reseive m 1901, it has been 
decided, m the light of expenence, to make nnpoitant modifications m the 
puiposes for which it is to be used and (as a uecessaiy consequence) m the 
proceduie to he followed The ongmal object of the Reserve was to pi o vide 
for a leduction, temporary or peimanent, of the amount of nipee cuiiency m 
circulation when this should be lequired to pi event a fall m exchange The 
first change was made when it was decided last yeai, on the leconunendation 
of the Government of India and with my complete concuirence, as expiessed 
m my Despatch No 57 of 25th May 1906, to hold a portion of the fund m 
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silver, to be used lor an entirely different pnipose, viz , for rapidh increasing 
the rupee circulation at times o£ trade activity It was then intended that 
the Reserve, whenever a wuthdiawal took place from the silver poition, 
should be simultaneously replenished by the tiansfei of gold fiom the Piper 
Gunency Resene, and the proceduie that was contemplated (as described 
in your Lettei of 20th Apnl 1900) was m accordance with this intention 
A second change was made when it -was decided m my Despatch of 
16th Novembei 1906, No 135, m accordance with a lecommendation made 
by you, that m case of need a loan should be taken from the sihei poition 
This necessarily involved a modification of the piocedme mentioned m join 
Lettei of 26th Apnl 1906 I fully recognised this fact at the time, and I 
assumed that it was also xecogmsed by Your Excellency’s Government 
These successive alterations ivere made aitei the most caieiul consideration, 
and, in my opinion, w r ere very valuable improvements It seems to me that 
no valid objection to taking advantage of them can be founded on the fact 
that this cannot be done without a depaituie fiom what was contemplated 
befoie then mtioduction 

6 The second giound of objection to the couise which I decided to adopt 
is that it is a variation fiom youi currency policy “which may senously 
“ -weaken it, and v r ould ceitamly be liable to geneial misconstiuction ” I 
should legiet doing anything likely to eieate apprehensions m the public 
mind regai ding the stability of the eunency system , but it appeals to me 
that, if the}' exist m the piesent instance, they aie without justification I 
could indeed undeistand that the decision aruved at m May 1906 to hold a 
poition of the Gold Standaid Reserve m silver might be repiesented as 
affecting the stability of the cunency system, since one result of it was the 
temporaiy suspension of the accumulation of the steihng fund which is kept 
up foi the suppoit of exchange But that decision having once been ai lived 
at and earned into effect, I am unable, aftei the most caieiul consideiation, 
to undeistand how' the stability of the cunency can be legaicled as hanug 
been threatened by the fuithei decision to use tbe sihei poition of the 
leseive, at a time of gieat demand foi mpees, m a manner which left 
absolutely unaffected the existing safeguaids against a fall m exchange 

7 I understand that }Oui piactical lecommendation foi the futuie is that 
loans shall not be taken fiom the Gold Standard Reserve except at a time 
w'lien the Home Treasury balances are so low T that it is impossible foi me to 
transfer gold to the Currency Reseive m this counti} I shall, of couise, 
bear your wishes m mmd on any occasion when the method of replenishing 
your balances has to be decided , but I am unable to accept the suggested 
restriction as one which should invariably be obseived I am of opinion that 
the choice between “ earmarking ” gold and borrowing fiom the Gold Standaid 
Reserve must m each case depend on the cn cumstances of the time 

8 On the othei matters dealt with m youi letter I am substantially in 
agreement with you 

9 In paiagiaph 2 -you express youi objection to a suggestion made m ni} 
Despatch No 135 of 16th November 1906, viz , that, when silver is bon owed 
from the Gold Standaid Reserve, steihng securities should oidmaiily be 
puichased m its place Your objection is largely based on your view's as to 
the circumstances m which a loan from the Reserve is justifiable , but, m 
spite of my inability to accept those views, I am willing to agree that, in the 
event contemplated, no investment shall be made, and the transaction shall 
be treated as a loan pure and simple, to be lepaid fiom your balances when 
they have been replenished by the purchase of silver or otherwise 

10 In paiagraph 7 you urge that the gold held m the Cunenc} Resei \ e 
m this countiy may be freely used for the pui chase of sihei when requned 
I accept this view', subject to the qualification that it is ordinarily desirable 
that the combined stock of gold held m England and India (and m this 
connection the distinction between the tw r o portions is of small importance) 
shall not be allow'ed to fall unduly low The remarks on this subject m my 
Despatch No 85, of 20th July 1906, weie made m reply to youi suggestion 
that the total, w'hich had fallen m five months from about 12,000,0001 to 
about 7,000,0001, could without disadvantage be allowed to fall as low as 

O 2 
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3,500,0001 Holding tlie opinion, winch, you evidently share, that it is 
necessary to liave regaid to the effect on the public mmd of voui cunency 
tiansactions, I thougM that it was desirable to avoid so large a deciease m a 
comparatively short period, and that the realisation of a poition of the 
secuiities of the Gold Standaid Reseive would be the less of two evils 
Theie must always be 100 m foi difference of opinion when a choice has to be 
made between alternatives of this kind , and it is satisfactory that the building 
up of the silver poi tion of the Gold Standaid Reserve has considei ably 1 educed 
the probability of the lecuirence of a situation necessitating such a choice 

I have, &c , 

(Signed) John Morlfy 


r __ Interim Report of the Committee on Indian Railway Finance, <SLc 

(Submitted in June 1907 ) 

The Committee hare considered the letter fiom the Government of India, 
No 28 (Railway), dated 25th Apul 1907, proposing the foimation of a 
cential leseive of w r agons for use on lailways m India, winch lias been 
refeiied to them by the Secietaiy of State foi India In view of the uigency 
attached to the mattei by the Goi eminent of India, the Committee hare 
judged it advisable to deal with the letter without delay, and they accordingly 
submit the following lecommendations 

The proposal ol the Government of India, briefly stated, is that, m 
addition to the expenditure piovided for m the Railway Piogiamme, a sum 
of 3,000,0001 should be spent within the next two oi three years m the 
purchase by the State of 12,000 wagons, to be held as a leseive fiom which 
the loan of vehicles to any lailway icqumng additional stock could be made 
The leasons given for this pioposal are that it has been demonstrated that 
the Indian railways aie at present unable to cairy tiaffic which is offered, 
that it will be some time before each railway can be fully eepupped to meet 
noimal demands, and that it is moreover desirable to piovide against extia- 
oi dmaiy demands foi wagons, which may always be expected to anse at 
difteient seasons 

Enquiries already made by the Committee confirm the conclusion of the 
Government of India that the existing equipment of Indian railways is 
inadequate, and they consider it essential that effoits should be made to 
nnpiove the position as lapidiy as possible But the following reasons 
pi event them fiom i ecommending the adoption of the paiticulai method 
pioposed by the Government of India (1) A cential reserve of wagons 
would be a new r depaiture , and it is theiefoie probable that befoie it coukl 
be established and fully utilised, delay would occru owing to the necessity 
for settling important questions lequirmg matui e delibeiation , (2) the 
Committee have reason to believe that the Railway Companies would 
prefei that anyextia funds which can be made available foi railw ay pui poses 
this year should be allotted to the lailway adnnmsti ations m accordance with 
their l equnements The Committee are of opinion that the lattei course is 
the moie advantageous and lecommend its adoption 

With legal d to the method by which it may be possible to obtain 
additional funds beyond those already anaugecf foi under the Railway 
Progiamme, it is evident, from figures which have been placed at the 
disposal of the Committee by the Financial Depaitment of the India Office 
that it will not be safe to anticipate that the sum which can be bon owed by' 
the Secretary of State foi India m this country dunng the piesent yeai is 
capable of being mcieased beyond the amount enteied m the Budget 
estimate, vi 7 , 7,075,0001 (leaving out of account the liability in iespect°of 
debentures for 2,500,0001 maturing dm mg the yeai) But they have had 
undei consideration the question of the advisability of using a poition of 
the cui lent year's piofit on the coinage of silver foi capital expenditure on 
Indian railways instead of investing it m Bntish Government securities 

The object of the Gold Standaid Reserve, to which the profit on coinage 
is credited, is to enable the Government of India and the Secretary of State 
to meet then steihng obligations m the event of a falling off m the demand 
for Council Bills ibis Reseive at the present time consists of sterbng 
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securities of tlio market raluc of 1 2,31 0,0292 , togethei with a sum ol six 
croies of rupees (equivalent to 4,000,000? ) which is held in silvei in India to 
meet any sudden demand foi coinage In addition to the Gold Standard 
Reserve, there is a laige amount ol gold (11,060,0001 , of which 7,705,000? 
is held in London and 3,361,0001 in India), m the Rapei Cunency Reserve, 
which could ho applied to the same object Apait, theiefoie, fiom the six 
crores of rupees in silver, theie is at the piesent moment a fund oi upwards 
of 23,000,000? in staling secunties and gold bullion winch could be drawn 
upon m case of necessity 

The mteiest leceired on investments on account ol the Gold Standard 
Resell o between the piesent time and the 5th Januaiy 1908 will, it is 
estimated, be about 270,000? , while the pioht on the coinage of silver up to 
the 31st December next is piovisionally estimated at 1,S50,000? The 
addition to the Reserve bj the beginning of next yeai would, theiefoie, in 
ordmaiy course amount to considerably ovoi 2,000,000Z , bunging up the 
total amount of gold and sterling secunties held m the Gold Standaid 
Resen e and the Papei Cunency Rcseivc to moic than 25,000,000? 

Haring regaid to the s, if lsfactoiy position which the gold reserves have 
now attained, as shown by the foiegoing figuies, the Committee are of 
opinion that if could not be legaidedas impiudent to invest 1,000,000? of 
the profit on coinage foi the piesent linancial yeai in Indian lailw ays, and 
thcr tlierefoie iccommend this couiso to the Secietan of State 

It is a mattei of urgency that any additional funds which aie available 
should be immediately placed at the disposal of the lailways, and the 
Committee would theiefoie suggest that a lelegiam be sent to the Govern- 
ment of India, in reply to then lettei of the 25th Apnl last, lnfoiming them 
that the consideration of the question of the cieat ion of a wagon leseire is 
postponed foi the piesent, but that afuithei sum of 1,000,000? may be at 
once allotted to tin seven! radwars in such piopoi tion^ as the G or eminent 
um deem desirable, either for the ptorision of additional rolling stock or 
for the linpioremcnt of open lines to enable them to deal with tiaffic inoie 
expeditiously, thus bunging the total allotment loi 1 907 -S up to 10,000,000? 
steilmg If this is done, the Gor eminent of India should bo inhumed that 
the additional million which it is decided to allot will be supplied from the 
profit on coinage during the emient yeai, and will be taeated in account as 
an lureslmenl for the Gold Standaid Reseive 

(Signed) T L Mvckay (Chan man) 

W R Lawri xcl 
F 0 Schuster 
D M Barbour 

6th June 1907 L Abrahams 


Telegiam from Secret rur or State to Vioi nor, Comineice and Industry 
Department, dated lllli lunc 1907 

Your Railway letter No 2S, of 23th Apnl 1907 I lefened your 
proposals to the Railway Committee mentioned rn my Despatch No 57, 
Rail war , ol 24 th klay last They recommend that the sanctioned capital 
outlay for 1907-08 be increased by an additional I,0o0,000? to be spent 
on rolling stock and open line impioreinents, subject to the following 
conditions — 

(1) That tins extia grant is not used to foim a leseive of rvagons, but 

allotted to railway administrations, as this eouise will enable 
slock to be brought moie expeditiously into use, and will be 
more acceptable to companies 

(2) That the money is provided fiom the profit on coinage in 1907-08, 

the amount being showm among other balances of the Gold 
Standard Reseive in Account No 91a of the Finance and 
Revenue Accounts 

The reasons for the second condition are, firstly, that the amount still to 
bo borrorved in 1907-08 foi expendituic already sanctioned exceeds 
4,000,000?, and it must he regarded as impracticable to boirorv moie , and, 
secondly, that no risk to the position of exchange is involved by the pioposal 

A 1901.8 O 3 
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m view of the piesent amount of the Gold StancLud Rescue, and of the 
additions estimated to he made to it this yeai, see \om telegiam of 18 th May 
last, and oi the large sum held m gold m the Papci Cui 101103 Rosen c 

if von agiee geneially T with these lecommendations, which T am in fu\om 
of accepting, you may <vt once pioceed with the allotment oi the 11101103' to the 
Railway Admmistiat 1011s 


Telegram fiom Vici itov, dated 24 th June ]')07 

Please leiei to vou telegiam dated flic JJtli June 1907 , regaiding 
lollmg-stock Respecting the Committee’s fust condition, we greatly piefcr 
the formation of a cential lesene of wagons to the distulnition among 
lailwav admim&ti ations of an extia giant Reicience is united to lemaiks 
on lollmg-stock 111 Financial Statement, 1900 - 07 , Appendix 3 , in addition to 
reasons explained 111 om Despatch, dated 25 th Apul, paiagraph 0 To meet 
seasonal demands foi lollmg-stock lasting a shoit time, the cication of a 
wagon lesene will be moie cflicacious Seasonal shortages will not be 
permanent]} piouded against by the chstiibution of additional rolling-stock, 
wdieieas a peimanent solution will be found in a central lesene woiked, as 
we intended, not as a pait of cui lent leqmiements, but as a rescue 
Reconsideration of this lust condition is veiy strongly uiged, but if 3011 still 
adheic to it, we will agiee 

Gieat importance is attached b} us to the supph during the current 3 ear 
of extia lollmg-stock to the amount of 1 , 000 , 000 ? Should distribution be 
decided upon pleise considei whethoi the moie expocntious method would 
not be to caiu out Indent No 11 , Rail\\u3, enclosed with Railway letter of 
25 th A pill, No 95 , and to distnbule to raih\a3s on < onipletion, rather than 
to allot giant to administrations and lea\o them to anange b\ “repeat” 
ouleis and otheuuse foi the supjil} of lollmg-stock iccjmied We wish you 
to follow the comse }ou considei quickest 111 this lespect On receipt of 
voui ieph, distnbution of extia giant among railwa\ administrations w ill, 
if necessaU) be telegiaphed 

Regai ding the second condition, we expect to addiess 3011 p'op-smn" 
that the Gold Nandaid Re&ene investment lioni profits on 1 >>■»"'. ha'l la 
discontinued on tlie^e investments 1 caching 20,000,000? \\ e aie oi opinion 

that men if we could agiee to \oui pioposal, it will be nccessau , haung 
lcgaid to the public ciiticism 011 foiniation oi siherbianch of the Gold 
Standaid Rescue, to liiioim the public of the decision md to give the 
leasons ioi it We aie, howevci wholly opposed, until the 20 , 000 , 000 ? 
ligme is leached, to an} duel sum of the profits on coinage fiom then 
essential object, iinmel} , the building up of the Gold Stand urf Resen e until 
it is sufficiently huge to be a leasonabh ccitam piotection against the 
dangei oi a fall m exchange Seem it} of om emrenev polic} is m om 
emphatic opinion, of pai amount consideiation md should on no account be 
saci diced oven to the piesent nee essit\ of the lailwa} piogiamme Inuease 
of steilmg hoi low mgs is, you sa} , impiacti cable lnvond the four millions 
wdncli you still leqmie this }eai Me would, howevei, observe that if an 
issue oi anothu million 111 Lidia Bills 01 Stock weie made, and the pi ice of 
issue tlieieb} loweied by thiee points, the total loss would only amount to 
30 , 000 ? , and that this amount would he exceeded on a total IJome remittance 
of 20,000,000? if late of exchange fell by In the event of the balance 

of tiade becoming endangeied and an ample maigm in the Gold Standaid 
Reserve not a\ a liable to fall back upon, tlie rate of exchange might easily 
fall by much moie than 1 1 G d 


Telegiam fiom Si oariAiiy or Stitt to Vicuiov, 2 nd July 1907 

Please lefei to yom telegram legal ding lollmg-stock dated the 2 ltli of 
June 1 ha\ e decided, altei considemig the mattei most (aicfully 
(1) legal chug the distribution of lolhng-stock, to adheie to the fust condition 
as contained m my telegiam to you dated 11th June, and (2) that unless funds 
aie piovided fiom the Gold Standaid Reserve, no extia expendituie can he 
mcuiied It is impiacticable to continue iuithei bonowmg, not m view of 
an increased late ot mteiest 01 discount, which may he disiegarded as of no 
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impol tanee, but for the reasons which. I give below Investoi s who purchased 
India Stock m May last would be mjuied by a second issue m the cmrent 
financial yeai, and such issue would piejudice oui oppoitumty of bon owing 
sufficient foi oui needs m 1908-09 and in the following yeais In view of 
the condition of the London investment market and its consequence m 
compelling His Majestj^s Government to postpone eeitam loans which they 
had in contemplation, it is piactically eeitam, as legal ds India Bills,' that a 
consideiable amount of these will have to be issued m ordei to make up the 
deficiency which has arisen in consequence oi the impossibility of issuing 
Railway bonds or debontuie stocks to the amount which had been airanged 
foi m the Budget To mciease the amount of these bills that w ill have to be 
issued would be impmdent in the highest degiee 

In regai d to the limit of boi lowing m London, I must ask you to accept 
my views, just as I accept joins legaidmg the amount of boi lowing to be 
undei taken in India Unless fuithei capital, as to the uigency foi which 1 
agiee with Youi Excellency, can be piovided fiom the Gold Standaid 
Reserve, additional expenditure must be abandoned 

The dangei, which vou allege, of a fall m the late of exchange I legaid 
as illusory, having regai d to the piesent conditions of tiade, the amount of 
secunties in the Gold Standaid Reserve, and of gold in the Oui i ency Reserve 
Stiength will be affoided to the exchange position by the mcieased facilities 
lor the carnage of pioductions The maintenance of the value of the rupee 
is secured by the ample pi o vision already existing, but, until the amount of 
20,000,0001 in steilmg secunties is icached I am quite w illmg to continue 
adding one-lialf of the piofits on coinage, togethei with all the mteiest on 
the investments now existing, to the Gold Standaid Reserve 

Having legate! to the consiclei ations given above, 1 shall take the necessaiv 
steps to comply with the Iudent of the 25th Apul 1907, Uo 14, Rail w ay, and 
shall distnbute in accordance with yom recommendations 
Eaily steps will be taken to announce this decision 


Qlesiion it, Pauli amem, 9th July 1907 

Sir Edward Sassoon* (llythe) I beg to ask the Secretary of State for 
India what is the piesent position of the Gold Standard Reseive , and 
whether he intends to continue indefinitely the practice of adding to it the 
whole of the profit on coinage 

Mi Morlei Up to 31st Maich 1907, 12,518,5131 denved from the 
profits on coinage and fiom mteiest had been invested m Butish Govern- 
ment securities on behalf of the Gold Standard Reseive and 1,000,0001 was 
held in lupees m India The piofit to be realised m 1907-08 wall, it is 
anticipated, be consideiable, though the exact sum cannot of course be stated 
at piesent In view of the amount of the leseive and of the laige stock of 
gold (about 10,000,0001 ) held by the Government of India and the Secretary 
of State m Council in the Papei Cuiiencv Depai tment and elsewdieie I have 
decided that the present practice of adding to the Reseive the whole of the 
piofit on coinage and of the mteiest on secunties alieady pm chased may be 
modified From the present yeai and until the Reseive reaches 20,000,0001 
one-half of the profit on coinage togethei with the mteiest on securities will 
be added to the Reseive, and the othei half of the piofit will be used to 
supplement the funds available foi capital expenditure on Indian lailways 
This decision, which is based onaiecommendationmadeby the Depai tmental 
Committee on Indian Railways, lias enabled me to sanction an addition of 
1,000,0001 to the programme of capital expenditure foi the piesent year 
The additional expenditure will be devoted to improving the equipment of 
open lines 

Sn Edward Sassoon Wliat amount will be available foi mcieased 
railway expenditui e ? 

Mr Morley I cannot say off-hand 
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Letter fiom the Gov ernment or India to the Secretary or State, 

No 290, dated 8tli August 1907 

Sir, 

We have the honoui to lefei to the telegiapluc coi respond ence ending 
with jour telegiam of the 2nd July on the subject o£ the purchase of addi- 
tional rolling-stock, and also to youi announcement m the House of Commons 
on the 9th July legal ding the employment of pait of our coinage piofits for 
expenditure on Railways 

2 As intimated m oui telegram of the 24th June, we intended to address 
\ ou, reviewing the present position of the Gold Standard. Reseive and the 
attitude of the commeicial public in legard to it and submitting for your 
consideration the following definite proposals — 

(1) That the investments of the Gold Standard Reseive should continue 

as at piesent until they reach a total of 20,000,0001 , 

(2) That, when that figuie is reached, the investment Of profits on new 

coinage should cease, but the investment of the intei est on the 
securities previously pui chased should continue until the total 
investment leaches 27,000,0001 , 

(3) That, when that figuie is reached, the question of fui thei accumulation 

should be specially considered , 

(4) Tint the funds made available by stopping the investment of the profits 

as above, should be used mi eduction of oui bon ow mgs for railway 
and irrigation evpendituie 

3 From the leport of your announcement m Pailiament, we understand 
that on the advice of the Committee which was lecently appointed to consider 
the question of Railway finance, you have decided on a ditfeient course We 
do not theiefoie piopose to tiouble you with the leasons winch led us to the 
conclusions outlined above We accept youi decision, although some of us 
entertain doubts as to its expediency, and although w e should all have preferred 
if it had been possible to give the commeicial community m India an 
opportunity of stating then opinion regaidmg the diveision of coinage piofits 
before final oideis weie issued 

4 We foiward foi youi information a copy of a letter which we have 
received from the Chambei of Commerce, Bombay, icgai ding the policy on 
which you have detei mined, and of the reply winch we have sent to that body 

W e have &c , 

(Signed) Mix to 

Kitchener 
II E Richards 
E N Baivlr 
C H Scott 
H Adamson 
J F Finlay 
J 0 Miller 


Enclosure No 1 


No 5S7, dated 11th July 1907 

Fiom J B Leslie-Rogers, Esq , Secretary, Bombay Chambei of Commerce, 
to the Secretaiy to the Government of India, 1 niance Department 

1 am mstiucted by mj Committee to addiess you with reference to 
mfoi mation that has been published that the Railway Boaid is to leceive 
anothei million steilmg this yeai for the purchase of Rolling Stock and that 
this amount will be taken from the piofits on coinage acciumg this year 
which otherwise would have gone to swell the investments m the Gold 
Staudaid Reseive 


2 Although a further mci ease of Rolling Stock is most necessary, my 
Committee cannot but view with very grave apprehension the decision just 
ai lived at that, as stated on the 9th instant m the House of Commons by the 


* Your telegram dated the 11th June 1907 Our telegiam dated the 24th June 1907 
telegram dated the 2nd Juh 1907 (piges 117-8) 


Your 
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Right Honouiable the Secietary of State foi India, the funds for this purpose 
aie to be provided from the piofits on coinage These, it has always been 
undei stood, as recommended by the Indian Ounency Commission of IS9S 
weie not to be diveited to any cliannel other than that of the Gold Standard 
Reserve, winch was formed to guaiautee om silver lupees on the basis of an 
exchange of Is 4d , and although a fairly large sum has been accumulated 
and invested foi this pui pose, my Committee do not consider that a point has 
yet been leached which guaiantees absolute safety as regards the cuirency, 
or which would wanant even a temporaiy cessation of payments to the fund 
from the only souice fiom which it can be augmented 

The question of diveitmg payments from the Gold Standaid Resene is 
not one, it appeals to my Committee, that should be consideied meielv from 
the point of view of the position at the moment being satisfactory and of 
tlieie being no likelihood foi the piesent of the fund alieady invested being 
bi ought into use It is, they hold, a fund which guaiantees the detenmnation 
of the Indian Government to maintain the gold value of the Rupee, and this 
being so it seems to my Committee as only too likely that any deviation from 
this purpose, and the unceitamty that will always afterwards exist even after 
the Reset ve has leached 25,000,0001 that a fuither laige sum may be 
allocated at any time, and locked up m investments which are not liquid, will 
cause the public, not only in this countiy but m England also, to legard the 
cuirency policy of Government as on too unstable a basis , and if this 
should be so, confidence in the future may be shaken and the loss of credit 
to the country would become a veiy senous matter My Committee do not 
propose at this juncture to deal with the possibility of fuilhei allocations fiom 
this fund after a total of 25,000,000? has been leached foi any object which 
may appeal to Government of an ui gent nature They meiely desne to point 
out that the Gold Standaid Reserve Fund was formed foi a definite object, 
and that until the invested poition of this Reseive has leached a veiy much 
larger figme there should in then opinion be no attempt on the part of 
Government to divert funds for othei pm poses, however uigent such 
purposes may be 


Enclosure No 2 

No 4927-A , dated 8th August 1907 

From J S Meston, Esq , I C S , Secietaiy to the Government of India, in 
the Finance Department, to the Secretary to the Bombay Chamber of 
Commerce 

1 am directed by the Govemor-Geneial m Council to reply to youi letter 
of 11th July, m which the Committee of the Bombay Chambei of Commerce 
criticise the decision of the Government to take fiom the piofits on coinage 
accruing this yeai the additional million sterling which it is pioposed to 
spend on the purchase of rolling stock r l he exact decision was that, from 
the beginning of the cui rent financial yeai and until the sterling investments 
of the Gold Standaid Reseive leach a total of 20,000,000?, the profits on 
coinage, wdnch have kitlieito all been invested m steilmg securities, shall be 
so invested m the futuie to the extent of one-half only, the othei half being 
appropriated for railway capital expenditure, and that the whole of the 
interest on the investments will continue to be invested m sterling securities 
as hitherto 

2 The Gold Standaid Reserve was constituted m older to piovide a fund 
to be used m time of need to prevent exchange fiom falling below Is 4 d , 
per rupee befoie its foimation othei measures having the same object, such 
is file accumulation of a stock ol gold, had been adopted, and the establish- 
ment of the Gold Standard Reserve was m addition to those pievious 
measures, and not m substitution foi any of them It was decided that all 
the profits on coinage should be invested m sterling securities, to be sold out 
in the event of it being necessaiy to combat, a tendency towards a fall m 
exchange Hitherto no specific limit has been fixed foi the amounts of the 
sterling investments , but it has foi some time past been recognised that the 
investments ought not to continue indefinitely, and that they should cease 
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when (he amount shall bo considered, m combination with the effect of 
the othei measnres adopted foi the suppoit of exchange, to bo sufficient to 
secure with all reasonable safety the object foi which the fund was created 

3 The Government of India gathei fiom youi lettei that the Committee 
of the Ohambei ol Commeice accept as correct the descuptiou of the natuie 
and scojie of the fund given m the piecedmg paiagiaph The only point of 
diffeience between the Chambei and the Government is on the question 
wdiether 01 not the limit mentioned has been leached Youi Committee 
state that they “do not considei that a point has yet been xeached which 
guarantees absolute safety as icgards the cuirency ” The Government of 
India entnely agree with the Chambei that the question should not he 
considered meielv fiom the point of view of the position at the moment being 
satisfactoiy and of theie being no likelihood oJ the fund being at present 
bi ought into use, ai d they accept voui descuptiou of the fund as one “ which 
guaiantees the deteimmation of the Indian Government to maintain the gold 
value of the lupee ” The mention of the sum of 25,000,0007 m youi lettei 
is not explained , hut it lssuimised that the Chambei considei th.it to be the 
point beyond wduoli investments need not be continued , if tliat is so, ihe 
Government of India find difficulty m undei standing the lefei cnees made in 
youi lettei to unceitaintv connected with fuithei allocations fiom the fund 
after that total is reached 

4 I am directed to invite the attention of the Chambei to the lefei ences 
to the subject made in the Budget Debate by the Hon’ble Mi G old i ale, the 
Hon’ble Mi Fmlaj and the Hon’ble Mi Bakei Mi Bakei m Ins speecli 
said that “the time is appioachmg when it will lie necessan to considei 
“ whethei anj, and if so, whit limit should be put on the unount of the 
“ invested portion, and tins question we shall take up without delaj Until 
“ that lias been done, it will he piemalme and possibh emli, massing to make 
“ anj public dcclaiation of policv ” Since tins statement was made, the 
question has been undei considei at ion by the Government of India and the 
Secietaiy of State , and it w r is lefeued b} Mi Moilev foi the opinion ol the 
Committee lecentlj appointed to deal with Railway finance, of winch 
Sn D Baibom is a membei The conclusions armed at weie, that ample 
provision foi maintaining the value of the mpee ahead} exists, that, m 
view ol present tiade conditions, or the amount of the stealing sccuuties held 
m the Gold Standaid Reseive, and ol the amount of gold in the Cunencv 
and in the Tieasunes, anj daugei of a fall m exchange is dluson , hut that, 
as the question is one which cannot be detei mined with mathematical 
precision and as theie is loom foi diffeience of opinion, one-lull of the 
future piofits on coinage shall continue to be invested m steilmg secmities 
until tbe total of tlie investments amounts to 20 millions steilmg 

5 In explanation of these conclusions I am to inv ite the attention of the 
Chamber to tbe lact that the investments ol the Gold Standaul Reseive aie 
not the only provision which the Government of India have made foi me m 
the event of it being necessaiy to check a tendemv to a fall m exchange 
The Government also hold m the Cuirencv Reseive and m the r J leisui les a 
large stock of soveieigns These amount now to over 10,000,0007 , and that 
stock of gold is equally av ailable foi the pm pose ol pi eventing a fall m 
exchange, notwithstanding that it might be In ought into operation in a 
diffeient manner from the Gold Standaid Reseive itself The amount of the 
sterling investments of the Gold Standard Reseive is ue.uh 13,000,0007 
The Government have theiefoie available foi ihe pm pose of combating a fall 
oi exchange a sum of about 23,000,0007 It has been held by good autlion- 
ties that tire sum of 20,000,0007 is enough to give a reasonable guaiantee of 
safety against the nsk ol a fall m exchange The piovision ahead} made 
exceeds this amount b\ about thiee millions In view, however, of the fact 
that theie is loom foi rhfference of opinion as to the exact amount, of the 
limit, and as it is better m so impoitant a matter to en on the side ol caution, 
the Government decided to continue the investments to the extent of half 
the future profits on coinage until the amount m the Gold Standaid Reseive 
alone leaches 20,000,0007 When that limit is leached the total piovision 
against the nsk nndei consideration will amount to about 30,000,0007 if 
the stock of soveieigns remains at its pi esent level 
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6 In conclusion I am dnected to say that in oidmaiy cncumstanres the 
Government o£ India would not have adopted the decision above descnbed 
w i(hout lust publishing then piopo&als and im ltmg the comments of Chambers 
o£ Oommeice and othei public bodies To hare adopted this com se on the 
piesent occasion, however, would hare involved consequences which, it is 
believed, .could not hare commended themselves to the commercial public 
The uigent demands foi additional rolling stock had led the Government ol 
India to recommend to the Seeietary of State that a laige expendituie should 
be incurred m the next few years on the pm chase of wagons, m addition to 
the amounts piovided in the railway piogiamme published with the Financial 
Statement The Seeietary of State accepted the Government of India’s view' 
as to the uigency of this expenditure, and sanctioned an extia allotment of 
one million foi this purpose m the cui rent year The state of the London 
mono) maiket, liorrevei, lendeied it inexpedient to laise that amount by 
steibug bonorvmg It rvas, therefore, necessaiy either to postpone the 
nici eased expendituie on rvagons 01 to dispense with the consultation of 
public opinion in India on the question of the use of the Gold Standard 
Reseive, because of the delay which would have been involved The 
decision was to accept the latter as the lesser of the two evils 

7 I am directed to express a hope that the Bombay Chamber of 
Commeice, in new of the explanations given m this lettei, will come to 
tlie conclusion that the decision winch they cnticise will not involve the evil 
lesults which they fear 


Despatch fiom the Secretary oi< Si ate to the Government or India, 

No 131, dated 20th Septembei 1907 

Mr Lord, 

I n v\ r considered in Council your Excellency ’s lettei m the Finance 
Department, No 296, of the 8th August 1907, legaidmg the limit to be 
assigned to the accumulation of the Gold Standaid Reseive and the puiposes 
to which, after a certain limit has been leached the piofits on the coinage of 
siher, or a pait of them, should be applied 

2 I am glad to note that up to a ceitam point youi Government and 
myself are m substantial agreement on this question We aic agieed that, 
aftei the value of the sterling investments of the leseive has leached a 
ceitain limit, then further accumulation may be restricted, and that the 
funds thus made available may piopeily be applied to the reduction of 
borrowings for laihvay expendituie We aie fnrthei agieed that until the 
value of the slei luig investments has reached 20,000,0001 the whole of the 
interest on them shall continue to be invested in the same manner I note 
that you accept mv decision that half the piofits of coinage shall hencefoitli 
be used for capital expenditure on railways, though, I i egret to obserie, it is 
opposed to the views of some of the members of join Government, who 
would not hare lecommended that any part of those piofits should be so 
employed until the 20 million limit has been reached 

3 The piofits fiom the coinage of silver hare aveiaged in the last thiee 
jeais about 3,000,0001 per annum Should they continue at appi oxmiately 
the same late, and should the \alues of the existing investments of the 
Reserve be not materially alteiod, the effect of my decision will be to postpone 
by somewhat less than two years the date by which the limit of 20,000,0001 
will be reached 

-1 With relei once to paiagiaph 2 (2) of youi lettei, I piojrosc that the 
course to be followed, after the above total has been leached, should be 
reserved for fuithei consideintiou wdien the value of the investments nearly 
approaches that limit 

5 I take this oppoitunity of foi w aiding foi the inhumation of yoiu 
Government, a copy of the interim Report of the Committee on Indian 
Railway Finance 

I have, &c , 

(Signed) John Morlev 

* Sre p 15b 
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Tclegiam from Vici coy, dated 20th Novombei 1907 

Financial Dopaitmont IVe lia\e been icqucsled by the Exchange Banks 
to issue telegiaphic liansfeis on you at the late ol 19 iupccs to the soveicigu 
In lcply no lia\c mfoimed them thatbofoio giving any answoi we imet lefrr 
the matt ci to you The lequesl, m tho piesent state of Tioasuiv bal uices, 
could only be met by dinning on Cun ency gold in London Tins would, 
we consider.be tonliaiy to the pm poses foi which the gold is maintained, 
and theiefoie opon to stiong objection, esper lally as it would weaken out 
capacity to lcmit to you foi Trcisuiy purposes in the oumt of exchange 
continuing weak Oui advice thcrofoie is that we nun bo aulhonscd to 
lefusc ihe application _____ 

Tclegiam fiom Si cm tuiy oi Smc to Viciuoy, dated 2(Jlh November 1907 

Telegiaphic tiansfcm Ypui telegram of tho 20th instant 9 on haw' 
my authority to infoim exchange banks that you aic unable to accede to 
then application 

Telegiam fiom Sicnuun oi Si aim to Vici not, dated 21st Nowmbei 1907 

Please infoim me if it is the case, as reported hoe, tliat \ou lane 
mfoimed the Exchange Banks that you wall not gne gold forcxpoit, while 
yon continue to gncit foi internal purposes In m\ opinion it might bo 
well to ascci tain hom the banks how much gold they dcbito to taki , and if 
the amount is not excessne, to let them ha\e it As a insult, the rupee 
cunenci would be loutiaetcd b\ the withdraw. d of gold, and the lenewal of 
a demand foi Council Bills would thereby be hastened The amount of gold 
to be witluliawn fiom euriemi heio would thus be loduoed, and thnnn- 
ment stork of gold would, ts ultimate result, lemam unalteicd 1 am aware 
that gold bought fiom you at Is 4il tho rupee ma\ be lonuttul to Egypt or 
London and diawn igam at lower rate, and tint Banks would make ibis 
pioltt But the amount of gold shipped will probablv not lie lutge, md 
confidence in the exchange position might tend to he lostoied b\ what 
I hare suggested 1 shall be glad if you will send me yom icpl\ as tarh 
as y ou can 


Telegianf fiom Yicium, rhled 27th iSoscmher 1907 

Your Financial telegiam of 21st instant Gold 

(1) Gold for expoit has not been lefused, but the issue of gold in one 
day to anv individual has been lestnetcd In us to 10,0001 bp to this d uJ\ 
limit, banks in Bombay aie taking gold steadily, o\ei 100,000/ haying been 
diaywi last y\cek, and another 100, 0U0/ ycsteiday and to-day Bntisli Postal 
Oi dels foi 10,000/ and otliei laigo sumshaye also been bought by cert un 
banks, and the cjuestion whethei a limit bhould not be imposed on the i-— ue 
o£ such oiders is now under considciation 

(2) In accoidancc with yom dnections the banks hn\e been asked to state 
what amount of gold they would take, if we agieed to nako it fieely mailable 
In the opinion of the Calcutta banks the outside limit of banking reqnne- 
ments for whole of India yyould be 1,000,000? Obey adyisc that if 
Goyernment’s intention to gne this amount wcie dcclaied, only a lclatnelv 
small quantity would actually bo taken A lows similar to those suggested 
in your telegiam aie held by the Bombay banks, they decline to furnish 
any estimate of the leqimemcnts, but think am large bullion export is 
mipiobable, since tho expoit season is beginning Then argument is that 
confidence would be lesloicd by the immediate issue of Government gold at 
13 rupees, and uige that, foi the purpose of steadying exchange, it is the 
duty oi Government to use its leseiyes heely 

(3) Although the banks foimeily asked us foi telegiaphic transfeis, 
they are noyv agieed that they would piefei local issues of gold The 
geneial public, partieulaily natives, would find the lattci couise more 
intelligible, apd laige internal wjthdiawals of gold for hoarding would be 
pieyented. 
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_ (4) A considerable pait of our gold balance m India, which is now under 
3,500,0001 , is scattered m Cunency offices up country and foi internal needs 
we must maintain a substantial margin Up to 1,000 0001 , however w e 
could arrange to issue freely, but m giving more we should find great 
difficulty We feel very strongly, while piepaied to meet youi wishes to this 
extent, that the position will be serious if fuitliei demands are made, and we 
are forced to discontinue issues The only resort would then be the issue of 
transfeis on you, and how fai that method could be continued to meet trade 
demands depends upon youi own requnements and the piospect that Councd 
drawings w ill be resumed at an eaily date 

(5) Impiovement m exchange to-day has resulted fiom your release of 
currency gold yesterday 


Telegram fiom Secret uiy or Stitl to Viccitox, dated 28th Novembei 1907 

Your Financial telegram of 27th instant After discussing the situation 
•with the Exchange Banks 1 offei the following suggestion for your con- 
sideiation, viz , that, m addition to the relief that you are giving by issues 
of gold, you should also, m order to give confidence and steady exchange, at 
once issue a notice inviting tenders for telegiaphic tiansfeis of 250,0001 on 
London, at eaily date, at lates not exceeding Is 3 the rupee 10,0001 
should be minimum amount of each tender I shall, if you agree, meet any 
liansfers that may be sold by w'lthdi awing gold from Cfiirrency You might 
also intimate that you will fiom time to time, until further notice, call for 
similar tendeis The demand for gold should tend to be diminished by this 
measiue Ixmdly let me know by telegraph if these pioposals moot with 
youi concuri ence 


Telegiam fiom Vicerox, dated 3rd Decembei 1907 

Your Finance telegram of the 28th Novembei Sale of transfers on 
London and issue of gold Steady impiovement m exchange is m progress 
and telegiaplnc tiansfers are being sold to day by Calcutta banks at 1? 3 Id 
A lavge pait of the gold taken for expoit at Bombay is returning to us 
Adoption of the comse suggested by you, therefoie, appe.irs to us to be 
unnecessary at piesent, and though it is appioved by the banks consulted by 
us here, it is appaiently lather as a piecedent than as a necessity in the 
present situation that it would be welcomed by them With a view, how- 
evei, to possible future fall m exchange we should be glad to keep pioposed 
notice in leseive, with pow'ci (unless you should pieiei, if the necessity 
anses, to offei telegraphic transfeis at a fixed late of Is 3 l\cl ) to issue it on 
the fiist appearance of senous weakness The public would find a fixed late 
moie intelligible than the invitation of tendeis and tendeis at a lowei rate 
would not in any case be expected or welcomed by us We should, of 
comse, consult you befoie drawing on you m excess of whatever limit yeu 
may decide to be convenient, but we aie inclined to think that it would be 
better not to specify any paiticulai amount for sale 


Telegram fiom Vicluoi, dated 5th December 1907 

Sale of transfers on London Please let us know whether we shall 
receive ordeis on our telegram of the 20th Novembei, oi whethei we may 
take it that the proposals therein made are accepted It you concur m the 
proposals, it would, we consider, be well for us to mfoim the banks privately' 
of oui now er to notify telegraphic transfers, and of our intention to use that 
power "if exchange show's any signs of senous weakness Since oui last 
telegiam there has been a steady' impiovement m the position, and there is 
now no need for present action 
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Telegiam from Secretary or Siaie to Viceroy, Finance Depaitment, 
dated 5tli Decembei 1907 

Exchange I concui m view expiessed m youi telegiam of Jid instant 
that it is not necessaiv now to offer ti ansfei s on London J am of opinion 
that, if m fntrne theie should he a ser.ious diop m exchange, it would lie 
pieieiahle to adopt piocedure similai to tliatpioposed in nn telegifmi oi 
'!Sth Kovembei, ratliei than to ollei to sell at lived pi ice without spei dying 
amount Adoption of lattei method might entail inconvenient choice between 
excessive chain onmy resources at \eij slioit notice and a sudden suspension 
of the oiler 1 will lcply, as soon as possible, to jour telegiam oi to-dav 
regarding pnvate communication to Banks 


Telegiam from Si crli\k\ oi Siail to Vici hoy, Finance Depaitment, 
dated Gth Decembei 1907 

Your telegiam of yesterday Exchange Banks maj be informed that m 
event of senous weakness in exchange, Go\ eminent contemplates ollei mg 
foi tender, m India, steilmg exchange on London The piocedme to be 
adopted would follow that indicated in mj telegiam of 28th ultimo Banks 
should be told that tins communication is made because jou lecognise 
adiantage of letting them know' join views and intentions, but tliat it does 
not convey a delmite pledge, and tliat Government leseives disci ction to act 
as it thinks best m any futme case on consideration of all circumstances then 
existing 


Telegram fiom Yici uoy, dated 7tli Decembei 1907 

Exchange Your telegiam of the 5th Decembei There has again been 
a slight fall, and we shall ollei telegiapluc transfers, to a maximum limit of 
quaitei of a million pounds sterling, if the late falls below Is 3j4d Details 
of all tiansfeis gianted will be telegiaphed to you bj the Oomptiollei- 
Geneial As legai ds the method oi allotting the tiansfeis, we request 
reconsideiation oi your decision Them appeals to he no advantage in 
asking loi tenders If, as would be piobably be the case, all the tendeis 
wore at the highest rate, it would be useless , and if lower lates weie oileied 
by tlie tendeieis m competition with each otliei it would he misclneious 
Uni ami is to encourage the tendeieis to offei the highest late which we are 
willing to accept, and this end could he best obtained, and confidence 
mspned, by ottering tlie transfers at a fixed late of Is 3 * "id The tiansfeis 
w r onld be allotted m older of application 


Telegram fiom Secretary or State to Viceroy, Finance Depaitment, 
dated 9th December 1907 

Telegiaphic transfers on London I appiove of join pioposals m your 
telegiam oi the 7tli Decembei Subject to the minimum of 10,U00Z, 
transfeis should he m multiples of 1,0001 In older that I may ariange 
to meet tiansfeis, I shall he glad to know', as soon as possible, w'hen 
offer will be made 


Telegiam fiom Viceroy, dated 13th Decembei 1907 

Please refei to your telegram of the 9th Decembei We aie unable at 
piesent to say when an offer of telegiapluc tiansfeis on London well he made, 
as the rate of exchange lemams steady at Is 3~4d , and, until it drops below' 
that hguie, no action is pioposed When it is actually necessaij to make 
the offei you will be at once informed We shall, when making the offer, 
announce that the tiansfers will he ai ailable m Bomba} , Calcutta, and 
Madras, and advices of their grant may theiefore he expected not only horn 
the Comptroller-General, but also fiom the Accountants-General at Madras 
and Bombay 
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Telegiam to Viceroy, dated 23tli Febinary 190S 

Rate oi Exchange Your telegiam of 13th Decembei Ilavmg consulted 
Yith Exchange Banks, I have come to the conclusion that it will he better 
for you to sell bills on London at Is 3^rZ , if the rate of exchange falls 
again, rather than telegiaphic tiansfeis The Exchange Banks stati that 
bills will do equally well lot them The amount to be sold will necessarily 
depend on cncumstances, and cannot be decided m advance , a bill must 
not be sold foi a smaller amount than 10,OOOZ Please communicate the 
above information to the Exchange Banks The lowest rate which can be 
fixed foi the bills is Is 3yhZ as, if it were lower, Banks w ould prefer shipping 
so\ ereigns If at any time you are satisfied that a sale would be useful for 
stiengthenmg exchange, you may sell 250,U00Z woith of bills without 
pieviously consulting me Of eouise, when you sell them you wull telegiaph 
to me When you have mfoimed the Exchange Banks m India as above, 
please let me know by telegiaph, m ordei that the Head Offices m London 
may be informed 


Telegram from Viceroy, dated 3rd Maich 1908 

Youi telegiam 25th Febiuary and previous correspondence Exchange 
remains low m spite of this being the normally busy season, and the tele- 
graphic rates cannot rise over 15y2cZ Also it seems highly possible that 
after March, when exports diminish, there null be weakness Meanwhile, it 
seems from youi curtailment of Oouncil Diawmgs that you may shoi tly have 
to transfer a consideiable quantity of gold from Cunencj to youi Treasuiy 
Thus, if theie is a falling Exchange m the slack season, we may have to 
di aw bills on you which you will only be able to meet by withdrawals of 
gold from the Gold Standard Resene Accoidmgly we suggest that you 
should considei the expediency of refraining from furthei imestmentson 
account of the Gold Standaid Resei \ e and of not lenewmg Tieasuiy Bills, 
<£c , as they mature, m order to increase the stock of liquid gold m the 
Reserve Despatch follows shortly 


Telegiam from Viceroy, dated 4th March 1908 

Youi telegram of 25th February Rate of Exchange The Exchange 
Banks have been informed that instead of arrangement pieviously communi- 
cated we shall be prepared, if the demand late falls below 15J-fcZ , to sell 
steilmg bills at 1 , up to a maximum of 250,000Z at a time No bill of 
smallei denomination than 10,000Z to be sold, and precise amount offered to 
be fixed accoiding to circumstances We should be glad to leceive jour 
mstiuctions on the following difficulty m procedure which the above anange- 
ment involves We propose, when the necessity occurs, to advertise bills 
for allotment at noon on the follow ing Thursday, as the English mail leaves 
Calcutta Thursday evening If tenders are much gieatei than the maximum 
limit up to which we are authonsed to sell, the wholesale i ejection of tendeis 
might depress exchange for the w r eek following, unless special bills can be 
sold to supplement the legulai sale These would be a\ ail able (foi issue at 
Bombay only) up to Friday afternoon Accoidmgly we should be glad to be 
granted autlionty, m the case for a lush foi bills to sell additional bills up to 
a further 250,000Z as a maximum m any one week, between Thuisday noon 
and Friday 4pm There w ould not be time to get youi previous consent 
for each sale, but w e should of course at once telegraph to j ou the amount of 
such bills sold 


Telegram from Secretary of State to Viceroy, dated 4th Maich 1908 

Exchange Points mentioned m your telegram of vesterdaj ha\e not 
escaped my notice With reference to youi telegiam of to-day, there does 
not seem to me to be any object m selling 500,0001 by tw o instalments m 
the week, but I authorise you to advertise the sale of that amount without 
consulting me on any Thursday for the piesent 
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Telegram from Comviroluu-Gi Minu,, dated 2Gth March 1908 

My telegiam of to-da 3 r Tendeis lcceived, bills on Sccretai}' of State 
lor India 70,0001 only fiom the National Bank of India Tenders accepted 
m full 


Telegram from Scout tauv or Si nr to Vicrnov, Financial Department, 

dated 2nd April 190S 

In or dci to be m a bettei position to meet the bills which ion diau upon 
London, I have sold Consols, and now hold m 1113 balamcs about 1,100,000/ 
belonging to t lie Gold llcser\e blind, including the .318,0001 winch vou 
mention 111 30 m telegiam of 2 f Sui March Tins sum will, like the mst of 1113 
balances ho lent on secmit 3 on shoit tempoiai 3 ’ loans, and the Gold Standaid 
Reserve will be cicdited with the interest received thoicon In the account-, 
of the Fund, the amount thus temponmlv lent should he described as tem- 
poranly foimiug pait of my balanc es. 


Telegiam from Yicmov, dated 11th September DOS 

No sterling bills liavo been sold for foui weeks, and exchange being 
steady above Is pel mpee, and Council bills being freeb sold, we aic 

announcing to-da\ discontinuance of offen of bills 


Lettci fiom the Gov ritNMt nt ot India to the St cm 1 ot Si mi 
No SO, d\(ed 1st Vpul 1009 

Mv Loud, 

We have the lionoui to add 1 ess vou logaidmg ceitain ispictsofthe 
present position of tiuiem v and e\chauge So long as pio-pects were 
uncertain and exchange peisistcnth low, wc refrained fiom raising questions 
wduch might be legaided, 111 the 01 lcumst Alices, as mninlv of acidemic 
inteiest Now, Imvevoi, that (he outlook is more reassuring, we tlnnk it 
adMsable to sum up the lessons of the recent operations in siippoit of 
exchange 

2 lu 1 90S, the Gold Standaid Reserve was, loi the lirsl time, employed m 
fulfilment of the object loi winch it was established Owing to the entire 
reversal of the balance of trade, exchange fell below “ specie point ’ m March 
1908, and wc pi evented a fuithei diop, which would othuuise hint been 
inevitable, by selling Bills on London until the lotiun of more noimal con- 
ditions lestored the maiket late to l/3 e ,j in August I 11 the pioccss, Gov cm- 
mentiemitted to London 8, 05S, 000/ foi the public, and withdicw 121 millions 
of mpees from cu dilation in India Intervention on this scale with the 
natuial couise of international exchange was cleailv an event of the highest 
nnpoitance m om ciuicncj lnstoi 3 It has committed 11 s in the c \ es of the 
pi blic, to a line of action which though essential to the ‘-ihcc-.s of om policv, 
has not been always cleailv loieseen The accumulation of a gold reserve in 
England has fiequently been spoken of as if its only pin pose wcie to enable 
the Secretaiy of State 011 occasion to meet Ins Home chaiges without being 
compelled to chaw upon India foi lunds m an unfavomablo maiket But the 
fuithei development which places om gold icscrve at the disposal oi the 
private remitter is a definite pledged om aelivesuppoitof the Gold Standaid 
Any failme to fulfil that pledge, eithei tlnough the exhaustion of the leseive 
or foi otliei cause, would shake public confidence m om 0111101103 policy to a 
degree which it would be difficult to estimate 

3 The test of oui capacity to maintain our polic 3 is unquestionably the 
stiength of the Gold Standaid Reserve The gold which Your Loidslnp hold-, 
m j'oin currency chest, and which has sometimes been desenbed as our first 
line of defence, as well as the gold which we hold m India whethei m our 
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tieasmips 01 m tlxe cuirencv ieser\e, disappear into relative unimportance 
wlien the balance of trade sets against us foi any prolonged penod Oui stock 
of gold in India ceases to be leplenislied tin ougli the oidmary channels, and 
melts a war The eimencv gold in London has to be taken by you foi oui 
Home chaiges, when exchange prohibits yon from financing them by Council 
drawings We have thus to fall back upon the Gold Standaid Reseive at a 
compai atively early stage of a bad m cle It is the lecogmved fulcrum of oui 
whole cunency system , and its stiength is of vital nnpoitance both to 
Government and to the mei chants, capitalists and mvestois who aie associated 
with us m the development of India 

4 In the light of last yeai’s experience, it seems to us impossible to main- 
tain that oui Gold Standaid Reserve has ever yet appioached the position 
which it ought to occupy The ideal stiength of the Reserve has been the 
subject of much discussion, and figuies have been quoted, ranging from 
10,000,000/, to an amount which would enable the Secietary of State to 
cui tail his diawmgsby one-half dui mg a penod oi three successrve yeais 
But we may now dispense with a p io? i calculations Ruling the penod fiom 
November 1907, when exchange hist fell substantially below Is id , until the 
end of Januaiv last, we lost 15 millions of oui gold, thus 



Nov embei 

Febiuaiv 


1907 

1909 * 

Gold Standaid Reseive 

- 14 2 

7 9 

Cmrencv gold m England - 

- 6 2 

1 5 

Government gold held m India 

- 4 2 

1 


24 6 

9 5 


This is the result of a little moie than a single year of adverse conditions 
and of a famine which was moie lestncted m its aiea than is fiequpntly the 
case with sunilai calamities Theie is unhappily no assuiance that our next 
period of adversity may not be moie piolonged, and it would be no excess of 
cautiou if we weie aimed against two consecutive yeais such as the one 
through which wc have just passed We ha\ e no w ish to speak dogmatieallv , 
but we aie strongly disposed to regaid 25 millions as the minimum of safety 
m the Gold Standaid Reseive, apait from the gold which we may be able to 
hold m oui cunencj leseive and oui tieasunes 

5 This bungs us to the hist definite proposal which we wish to submit 
foi your Lordship’s considei ation In July 1907 you decided that 1,000,000/ 
out of oui profits ou coinage might safely be diveired fiom the Reserve to be 
utilised on railway capital expenditure We depiecated the decision at the 
time, but accepted it and have defended it against an outburst of public 
criticism m India You subsequently determined that half the profits on the 
coinage of rupees should be consistently divei ted in the same mannei, and 
this comse has accoidmgly been followed so long as any piohts accrued 
We would non ask you, liouevei, to reconsider yom decision, and to allow 
the futuie profits on coinage to pass into the Gold Standard Reseive without 
deduction, until the Reseive stands at a much highei hguie than it has yet 
attained We do not yield to youi Lordship in oui desne to piess ionvard 
railuav development in India but we are convinced that the stability of 
our currency is a far moie vital iactoi in the weliaie of the countiy than the 
pace at which our i ail way facilities aie extended It is highly significant 
that this view is so widelj shared by the meicantile commumtv, m spite of 
the stiong peisonal intei est which attaches large sections of them to an 
active lailwav policy We have aheady foi warded to you the expiession of 
opinion by the Bombay Ohambei of Commerce on the subject , and we 
now submit, for youi information, copies of similar piotests which we 
received from the Ohambeis at Calcutta, Madras, and Karachi The position 
has again been dealt with, in a sunilai strain and noth much conviction, by 
the Chairman of the Bombay Chamber, whose remarks on the subject at the 

* Cmlosim to Gotetnmeiit of Indii’- Despitdi Xo 296 doled the 8th August 1907 page 160 
v 1*101, s I' 
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Chamber’s annual meeting on the 3icl instant have met with the general 
appioval oi the business public pi India We find ouiselves m entire accoid 
with these views, and w e would earnestly press upon youi Lordship the 
impolicy of retarding the growth of the Resen e when cncumstances again 
peimit us to lenew the comage of mpees 

6 Anotliei aspect of the Gold Standaid Reseive which attiacts much 
criticism m India is the form m v Inch it is held When the Reserve was 
first established, it was the desne of Lord Curzon’s Govemment that it 
should be kept m liquid gold m India Youi piedecessor decided to the 
contrary, and it was invested m gold securities, which have lost appieciablv 
m value We aie not piepaied to levive the proposal that the gold should 
be held m India, though it is oui duty to refer to the veiy strong feehng in 
favour of such a couise winch prevads in this country The feeling is paitlv 
sentimental , there is an idea that the gold belongs to India and should be 
held there But there is also a belief that its piesence m India would be a 
tangible sign of oui Gold Standaid, and that its issue m India, when neces- 
sary, w ould be equally effective with the present anangements to stem a fall 
m exchange, besides tending to increase the popularity of a gold cuirencv 
We do not lay stiess on these aiguments at present When exchange is 
w eak, it seems haidly material whethei w e strengthen it by issuing gold in 
England or m Lidia The formei is probably the moie com enient , and 
the ideal would be to employ both remedies simultaneously, if we were m a 
position to do so 

7 But, while we do not pi ess foi any change m the location of the Gold 

Standaid Reseive, we attach very gieat impoitauce to our second proposal, 
that a substantial pait of the Reserve should be held m a liquid foim This 
seems to us to be necessitated both by expediency ana on broadei giounds 
of policy We do not lay stiess on the loss that has occurred m selling the 
Reseive secunties dining 190S , those losses have been moie than coveied by 
the acciued intei est What we feai is a combination of events which would 
demand the employment of the Reseive at a time when laige sales of Bntisli 
Government secunties in London would be conti ary to Imperial mteiests 
Such a combination is by no means inconceivable, and even m less senous 
situations the Lee employment of the Reseive might be gi aveh hampeied 
by the foim in which it is now held The point is one on which mfoimed 
public opinion m Tndia is singularly unanimous We are frequently asked 
why we stiain altci mteiest on the Reseive which is the basis of oui euiiencv 
system, and consequently one of the chief pillars of the credit of India , 
and it is pointed out that othei countries aie caicful to letam the ultimate 
foundation of then ciecht in bullion We think these view's deseive eveiy 
consideration, and w'e aie satisfied that it would have an excellent effect 
if Your Lordship decides to lefram fiom furthei investment of the Reserve 
gold That such a couise is light on general giounds we considei to be 
beyond question Our stiength m combating a low exchange depends, 
broadly speaking, on oui ability to leduee the supply of mpees and to augment 
the supply of gold If we can do both simultaneously, our intervention is the 
soonei effective At present, w'e' can only reduce the supply' of lupees , 
foi oui gold has already been put on the maiket, and all that is meant by 
leahsmg it is the tiansfer of certain secunties fiom Government to another 
holder Moieover, we conceive that the position of the Govemment of India 
m the markets of the woild would be much stiongei as the possessor of a 
laige stoie of liquid gold than as the possessor of a conespondmg capital 
m Consols oi smnlai securities In the foimei case, the Indian Government 
might in emergency^ be poweiful to help the maiket m the latter theie 
would always be the potential danger of then wishing to lealise at an 
inconvenient season We would therefore urge on Your Lordship the 
propriety of building up a substantial share of the Reseive m liquid 
gold, to be held under as nearlv as possible the same conditions as the 
currency £old m London ' > > 

8 We have intentionally avoided any general leview of oui cuirency 
policy Oui_ object for the moment is to place befoie you the views which 
aie held in India regarding the Gold Standard Reserve, and the convictions 
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tliat have been forced upon us by the expenence of the last year The 
two modifications m piocedure which we lecommend are m entire harmonv 
with the declared policy of supporting the Gold Standaid, and they will go 
far to secuie pubhc confidence m oui intentions ' ° 

* We have, &c , 

’ (Signed) Minto 

Kitchener 
C H Scott 
H E Richards 
II Adamson 
J 0 Miller 
W L IIarvei 
G F Wilson 


Enclosuie No 1 
Dated 16th August 1907 

From The Honourable Mr V G Lynn, Chairman, Chamber of Commeice, 
Madras, to the Secietary to the Government of India, Finance 
Department 

I have the honour to addiess you with refeienee to the Secretary of 
State’s reply m the House of Commons, on the 9th July 1907, to Sir Edward 
Sassoon’s question regarding the iGold Standard Reseive Fund and the 
policy of adding to it the whole profit on coinage 

When it became known that piohts on coinage were to be diverted to a 
Sihei Branch of the Reseive Fund the mercantile community, through its 
lepiesentatne Ohambeis of Commerce, expiessed dissent, and in reply u as 
informed that the Silvei Branch was expected to leach the limit ol R6 ciores 
requned by Maich of this yeai , and that theieaftei the profit on coinage 
would be ciedited to the reserve m gold as befoie, and m the discussion of 
the Financial Statement for 1906-07, m reply to the Honourable Mr Finlay’s 
suggestion that the time might shoitly come when the picfits on coinage 
could be utilised foi the de\ elopment of railways, the Finance Minister 
stated that assistance would not become available fiom this source until the 
invested poitiou of the Reseive Fund is considerably laigei than it is now 

This Chainbei tlierefoie cannot but view with very giave apprehension 
the decision that has now been aim ed at, to appropriate half the profit on 
coinage towauls railway development The Honourable Mr Finlay admitted 
that the question was one which must be decided without lefeience to the 
need of the railways, but with reference solely to the sufficiency of the Gold 
Standard Resene Fund for the purpose foi which it is formed, and the 
Chambei submits that theie has been no change in the position to justify 
the alteration of policy, and that as' stability of exchange is mainly dependent 
on , public confidence in the ability of Government to combat adverse 
influences, a vacillating policy such as at piesent obtains is fraught with 
\erj grave dangeis 

In recent years the Gold Stdndaid Resene Fund has accumulated veiy 
lapidh, the coinage of rupees having been 'abnoimallv high m consonance 
with the expoit tiade , but the Chamber submits that this piospenty cannot 
be expected to continue indefinitely ivithout intenuption Reactions may be 
expected from time to time, to meet which it is essential that the Gold 
Standaid Reserve be in liquid foim, laige enough to meet any calls upon it 
without danger of depletion In the opinion of the Chamber, the reserve 
requned is not yet m sight, and the Chamber respectfully begs to urge the 
necessity of allocating to the Fund the whole of the profit on coinage 
as it acciues, there being no guarantee as to how 7 long this pioht w r dl be 
available 

It seems to the Chamber unlikely that the active cn culation m this 
countiy will be able to absorb an average of fifteen croies of new rupees 
annual!}, and m the absence of a large demand foi coined rupees from 
foreign countries, coming must again be suspended oi the country will sutler 
from an inflated “currency That a large foi eign demand exists is known, 
and this, the Chambei submits, cieafes an element of danger which should 
not be lost sight of Although the day udien countries now using Indian 
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rupees v ill establish their own coinage and send hack to India all the rupedS 
circulating m then respective terntory maybe lemote, it is neveitbeless a 
contingency which lias to be piovided for, and the moie remote the day, the 
greater will be the liability Befoic this happens, conditions nnfavoiiiablc 
to exchange raaj tempoianly arise, and should Got eminent find it necessaij 
to indent on the Gold Stand'll d Reset ve Fund, the position would be closol} 
watched m countries using Indian inpces, and in the event of the Fund 
showing signs oi depletion they would quicklv be letmned fiom abroad, and 
so aggiavate the situation In addition to the coined inpecs held b\ loieign 
countries theie is the Rupee Papei held in London, amounting to Ribcioies, 
which not impiobably might <tlso be ictmned, to the fuitlici aggravation ol 
the position 

When the London Money Mai ket is stiamed, as at piesent, it might be 
found well nigh linposible to lealise any appieciable amount of the invested 
poitiou oJ the Fund, and in the event, of imfavouiuble conditions aiismg, the 
actual gold in the Reseive Fund being mfiniieaini ll, the only gold nail ible 
foi the Government of India to fall back upon is that m the Cuirencv 
Reseive, which does not amount lomuchmoic than si\ months’ Home (’bulges, 
a sum which this Chambei consideis quite inadequate to cnsuic the stability 
of exchange Foi this leason the t’hambei would advocate that future 
additions to the Fund he maintained in gold com 01 bullion 

Anothei factoi that appeals to the Chambei worth} of consideration is 
the glow mg demand for gold as a medium of ciiculation As this demand 
mcieases, in equal piopoition will the demand for mper* and piofit on 
coinage deeioase 

In conclusion, the Chambei desties to sa} that in its opinion the Gold 
Standaid Reseive Fund is stdl inadequate for the purpose foi which it is 
formed, and, foi the icasons set forth above, it icspectfiilh depiecafes mv 
iuithei deflections fiom it of the piolit on coinage 

Enclosuie No 2 

No LJ 37, dated (Hit September 1007 

Fiom the Secietai v, Bengal Chamber oi Commeice, to the Secret an to the 
Gov eminent oi India, Finance Dcpaitment 

1 am dnected b} the Committee ol the Bengal Chambei ol Commeice to 
uldiesb }ou with leleience to the iceeiit decision of the Secietai} of State 
ioi India to dneit a moiet} oi the profits on coinage to Railwnv Capital 
expendituie 

2 The Committee have not so fai oilered am opinion upon tins decision 
Then position m legard to it is, that for a numbei of vears thev have 
stiongly and consistently advocated the need for increased Capital expendi- 
tuie on lailway equipment ’ TTiex did not hesitate to expioss public 1\ then 
dissatisfaction when it was announced that the lailwav giant for the cm rent 
>ear was to be l educed , and the} uiged that steps should be piompth taken 
to raise the grant to the limit original!} fixed The Secietai \ of Slate has 
evident!} also come to this conclusion, although lie has not been able to 
adopt the means pioposed bv the Committee The method which he has 
followed has called foith much adveise criticism , uid the Committee aic 
not, they legiet to sav, themselves able to give it their unqualified support, 
greatly as they appieciate the object m view Foi the maintenance oi the 
gold value of the lupee is a matter of even greatei consequence than the 
impiovement of the Indian lailway s}stem It lests upon Ike conhdenee of 
the public in the Cunency polic} of the Government of India and clcailv, 
tbeiefoie, that polic} must be such as is calculated to liispne and to piomote' 
confidence latliei than to give use to doubt oi hesitation The present is 
admittedly a period of lemaikable tiade development m India, and the 
Committee acknowledge that, so long as existing conditions continue, no 
adveise effect oi the decision can be appaient But it is onl} one ol seveial 


* Lottei No 826/07, dated 1 1 tli Mn\ 1907 fiom tlio Clumber, to the Go\ eminent oi Imlm, 
Department of Conunerco and Iudustry (not punted) 
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changes winch have been made recently, and which are leading the public 
to believe that the Currency policy of the Government is by no*means of so 
dear and definite a character at, was at one time anticipated 

3 To illustrate what they mean, the Committee would lefei, m the first 
place, to the vanous figmes which have been named horn time to tune as 
the hunt loi the Gold Standaid Reseive In the comae of the Budget 
Debate on the 30th Maxell 1904, Loid Curzon said that 10,000,0001 would 
give “a peimnnent guaiantee for stability of exchange” Tuohe months 
latei , the Honourable the Finance Mimstei said he would like to see the 
Reseive laised to “ something between 20 and 30 millions sterling”' In 
the following j ear Mi Baker appealed to ha\e come to the conclusion that 
“ theie can be no limit to the Gold Reseive Fund” “So long” he said, 
“as India has a Gold Standard combined with a Curiencv which consists 
“ mauilv of lupees I cou-udei that wc aie bound to sot apait the whole of 
“ the profits on additions to the coinage And alter stating Ins reasons 
foi this lmpoi taut expression of opinion, he added ‘We must, theieloie, 
“ resist all temptation to use these piohtsfoi ordmaiy cunent expenditure 
Mr Bakei again refeired to the subject in the last Budget Debate, and you 
now quote his speech on that occasion m suppoit of the decision to supple- 
ment the oidinaiy revenue of the country by a diversion of part of the 
coinage piofits The Committee wish it to be undeistood that they cite these 
passages simply in ordei to show that, so far as the public can judge, the 
opinion of the Government of India m legard to the limit ol the Gold 
Standaid Reseive is indefinite , it seems to be changing horn yeai to \eai 
It may be, ol coutse, that these changes aie moie appaient than real, but the 
public can only an eve at conclusions upon the inhumation which is placed 
at its disposal Then again, last vear what the Government defined as a 
“Silver Blanch” of the Gold Standaid Reseive, was foimed But no 
pie vi ous intimation was given that am such step was contemplated , and the 
subsequent piotests of the commeicial community weie disiegaided, although 
tliev weie suppoited bj Sn Edwaid Law, the late Finance Mimstei 
Fmthermoie, what was described as “a temporary loan” was taken m 
December 190G from this Sihei Branch oi the Reseive “in ordei to assist 
“ the Government in meeting the veiy heavy issues of Telegraphic Transfers 
“ bv the Secietaij oi State But the Indian Chambeis ol Commerce were 
not, asked how they would view such a diveision of the Fund, and, in fact, 
nothing was known of thennttei until the leceipt ol youi letter from which I 
have just quoted 

1 At the moment, the Committee are not so much concerned with the 
merits of eitliei of these tw r o new depai Lines The point is that, taken m 
conjunction with the fuithei most nnpoitant change wdnch has just been 
made, and with the unsettled state of opinion as to the limit of the reserve, 
they will have, or may have, the ultimate effect of senously disturbing public 
confidence No doubt it will be argued that in an undertaking of such 
magnitude an absolutely rigid and inflexible policy is an impossibility , that 
experience of the working of tlie delicate machinery by winch the stabihty 
of exchange is secuied is ceitain to suggest changes fiom time lo time , and 
that such pi oinpt action is sometimes uecessaij as to pi event consultation 
with the representatives ol mercantile interests The Committee do not deny 
that theie mav be force in this contention But they are convinced that 
sudden changes must ultimatch have in unsettling influence, and that no 
olfoit should be theiefoie spaiod lo xeduce them to an absolute minimum 
The Committee do not pietend to be able to suggest a course of action bv 
which the Government could have avoided what has been done It is, 
howevei, their consideied opinion that a moie definite policy is impel ative 
if confidence is to be pei manently maintained, and they beheve that the 
leading features of such a policy cannot he defined without a further 


* Budget Debate, 29th March 1905 (H C 167 of 1905, page 206) 
f Budget Debate, 28th 11 irch 1906 (H C 162 of 1906, page 212 ) 

j Letter dated 19th August 1907, from the Government of India, Finance Department, to 
the Bombay Chamber of Commerce (not printed) 

$ Lettei No 561a, dated 26th January 1907, from the Gov ornmenf of India Finance Depart- 
ment, to tho Bengal Chamber of Commerce (not punted) 
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exhaustive inquiry In fact, they are persuaded that the time has come when 
the Indian Currency question ought to be once more thoroughly examined 
by a commission of experts 

5 It, will be 10 years in Apul next since the appointment of the last 
Currency Commission The success of the policy which was based upon its 
recommendations has been perhaps greatei, and ceitamly more immediate 
than was anticipated The tiade and commerce of the country have increased 
at an unexampled pace, and the lesultmg expansion of the Silver Currency 
lias raised the Gold Reseive to a stiong position within a comparatively 
brief penod But prospenty has brought with it new problems foi solution, 
and one of the gieatest of these is the limit at which the Reserve ought to 
be fixed That there is a diversity ol opinion upon this vital point, need not 
be furtliei insisted upon, and a mling from an expeit Commission, as to 
what would be a safe limit lor the next 10 years, could not fail to inspire 
confidence An almost equally impoitant question is as regards the foim m 
which the Reseive should be held To maintain a sum appioximately to 
20 millions steilmg, oi peihaps more, in gold com oi bullion, might not, the 
Committee lear, commend itself to commeicial men as a business pioposition 
But at the same time, there is a v ery strong feeling that the actual gold m 
the Reseive is insufficient, and it cannot be overlooked that the Fowler 
Co mm ission lecommended that the Reserv e “ should be kept m gold ” A new 
Commission would examine this question attentively, and then opinion 
would be generally accepted as authoritative The present position of what 
are known as gilt-edged seeunties opens up a fuitker question for the con- 
sideiation of the Commission For, if investment is to be continued, the 
public will desire to have some assuiance that a wise discrimination will be 
exeicised in the choice of stock Theie does not seem to be a general agree- 
ment that all the investments which hav e hitherto been made are in ev eiv 
respect the best possible 

6 The foi egomg appear to the Committee of the Chamber to be some of 
the puncipal points which a Commission would investigate But m connec- 
tion with so complex and difficult a pioblem there aie, of couise, many other 
matters which would likewise come undei leview When all of these had 
been consideied, the Commission would be almost certainly in a position to 
define and to limit the policy of the Government foi a fuither period of, say, 
10 >eais It may be leasonably expected that such a definition and limita- 
tion would have a maiked beneficial effect Foi it would obviate to the 
gieatest extent possible the occuncnce of such changes as those which have 
given use to the piesent discussion , and it would dispel the idea, which now 
seems to be abioad, that a hesitating and vacillating policy is being puisued 
A Commission would also afford an oppoi tunitv to all interested m the 
Cmiencv question oi placing then views on lecoid , and the expci lence which 
ha° been gained duiing the past 10 years would be thus made available for 
the guidance of those who will be lesponsible m the future for the direction 
and management of Indian Curiencv affairs 


Enclosure No 3 

No 507, dated 1st October 1907 

From A Tholc, Esq , Vice-Chairman, Karachi Chambei of Commerce, 
to The Secietaiv to the Government of India, Finance Depaitment 

The Committee of this Chamber have been favouied by the Bengal 

Chamber of Commerce with a copy of then lettei to you, No 1457 1907 

dated 6th September, on the subject of the decision of the Secretary of State 
for India to divert a moiety on the profits on coinage to Railway Capital 
Expenditure 

While on the one hand mv Committee acknowledge that the need for 
augmenting the can ymg capacity of the principal Indian Railways is veiv 
mgent, and that undei the piesent conditions ol remarkable trade development 
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in India no immediate adverse effect of the decision can be apparent, on the 
other hand they entirely eoncui with the views expressed by the Bengd 
Chambei that the decision is one which may affect the confidence m the 
Curiency policy of the Government of India, upon which the success of that 
policy greatly depends 

I am theiefore desired by my Committee to express to you that they 
strongly suppoi t the view s expressed by the Bengal Chamber m their letter 
above quoted, more especially with regard to the advisability of a new 
Currency Commission examining the whole question and making proposals 
for defining the policy to be followed m the management of Indian Cuireucy 
affairs 


Despatch from the Secretary oy Si ate to the Goyerxment or Indiv, 

No 82, dated 2nd July 1909 

Mr Lord, 

In your Letter No 87, dated 1st April 1909, you discuss the 
administration of the Gold Standaid Reserve, and suggest certain changes 
The subject is one of gieat importance, and I therefore welcome the 
opportunity of consideiing it, in the light of lecent events, in consultation 
w ith your Excellency’s Government 

2 The proposals to winch you invite my assent aie as follows — 

(1) That the decision communicated to you in my telegiam of 2nd July 

1907, to use for capital expenditure on railways half the future 
profits on coinage shall be held in abeyance, and that the w hole 
of the profits shall be paid to the Gold Standaid Reserve until 
that Reserve stands at a much higher figure than it has yet 
attained 

(2) That a substantial part of the Reserve shall be held in gold 

3 The first of these proposals is based on the view that the amount at 
which the Reserve now stands is below the “ minimum of safety,” i e , is less 
than the amount which it is prudent to hold m the Resell e as a fund from 
wdnch, until its exhaustion, the Secietaiy of State m Council may supply his 
own requirements (and, it necessary, meet bills of exchange sold m India) 
during the prevalence of conditions adveise to the maintenance of the rate of 
exchange at oi about Is 4 d the rupee 

The question of the amount which the Reseive should be allowed to leach 
before any r pait of the piofits of coinage is used foi othei objects has been 
discussed duiing the past fhe veais byLoid Cmzon, the late Sn Edwaid 
Law, Sir E N Baker, and the Committee on Railway Administration and 
Finance There has been, as is natuial, a striking divergence of views as to 
the amount that can be leasonably legaided as affoidmg sufficient safeguaids 
foi the maintenance of exchange In 1904 Loid C'uizon obsei \ ed “Befoie 
“ many yeais have passed I anticipate that tins Reseive will hate leached 
“ the figure of 10 millions steilmg, which will be sufficient tor our puipose, 
“ and will give us a permanent guaiantee for stability of exchange” In 
1905 the late Sir Edward Law expiessed the opinion that a leserve of 20 
millions would be an ample provision foi the most unfavouiable circum- 
stances for which it would be reasonable to provide Sn E N Bakei, m 
1905, said “I should like to see (the Gold Standaid Reserve) raised 
“ to something, between 20 and 30 millions steilmg” The 

Committee on Raihvay Finance and Administration estimated, m June 1907, 
that at the end of the year then cuiient the steilmg portion of the Gold 
Standaid Reseive would amount to aliout 14,500,0001 , and, as the stock of 
gold held by the Government outside the Reserve exceeded ll,000,O00Z , 
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bringing the total sterling resoiuces available foi the suppoit of exchange to 
about 25,500,0001, they consideied that it would not he lmpi udent to use 
for capital expenditure on railways 1,000,0001 of the profits expected from 
coinage m 1907-08 

It is not surpiismg that these estimates show a veiy wide lange of 
vanation, since even the last of them was made before conditions involving 
a stiam on the Reseive had arisen or then imminence could be foieseen 
Such conditions prevailed with gieat. seventy dining a considerable poition 
of the financial vcais 1907-08 and 190S-09 , and >ou suggest that the 
expenence then gamed enables a pi 101 1 calculations such as those mentioned 
above to be put aside You quote ceitnm Iigiucs which show that dm mg 
the penod iiom Novembei 1907 toFebmaiv 1909 the stcilmg assets of all 
hinds available foi use by the Government foi stiengfhening exchange weie 
i educed by 15,100,0001 , and you comment on these figures as follows — 

“This (i eduction) is the insult of little moie than a single veai ol 
adverse conditions, and of a famine which was more icstnctedin its 
aiea than is iiequently the case with sunilai calamities Theio is 
unhappilv no assmance that om next pei lod of adveisity ma> not be 
moie piolongcd, and it would be no excess of caution if we weie aimed 
against two consecutive jeais such as the one tlnough which we have 
just passed We have no wish to speak dogmatically, but we aie 
stronglv disposed to legal d 25 millions as the minimum of safety m the 
Gold Standard Reserve, apait fiom the gold which we may be able to 
hold m oui cunencv leserve and m oui tieasmies ” 

4 1 am inclined to think that the lemaiks quoted at the end of the 
pieceding paiagiapli overstate what is lequned m oidei to piovide suitable 
safeguaids against a fall in exchange Mv jeasons are as follows - 

I^a) It is tiue that the famine ol 1907 was lestucted both in area and 
duiation, but it is also tine that it occuired at a time when 
geneial conditions were exeeptionallv adverse to the maintenance 
of exchange The effect of the famine m leducing India’s powei 
ol cxpoitmg ceitam ai tides w r as Lelt at a time when the foieign 
demand foi the aiticlcs that India was able to expoit was 
senousR lestucted bj commercial depiession throughout a laige 
pait of the world, intensified, if not hugely hi ought about, by the 
financial crisis m the United States of Amciica At the same 
time the Iinpoits into India of meicliandise and silvei weie on a 
very extensive scale, the laige imports of merchandise being 
peihaps a consequence of the favourable tiade conditions that 
India had enjoyed foi sev eial yeais pieviously, while the put chases 
of silvei were without doubt encouiaged bj the low pi ice The 
lesult of these vanous causes was that during the penod fiom 
1st Novembei 1907 to 31st Octobei 1908 the foieign tiade of 
India on Puvate Account showed a balance of net iinpoits of 
1,190,0001 , wlieieas, as will be seen fiom the enclosed statement, 
theie was m each year fiom 189G to 1907 (which penod included 
two seveie famines) a substantial balance of net exports m the 
conespondmg months 

(b) The gold m the Paper Currencv Depai tment cannot, in my opinion, 
be left oat of account m am calculation of the amount of staling 
lesouices which should be held as a safeguaulfor exchange The 
leasons which have commended to you the opposite conclusion 
are summansed m the following passage m paragraph 3 of your 
letter — “ The gold which youi Loulship holds m jour cun ency 
chest, and which has sometimes been described as our first line 
“ of defence, as well as the gold which we hold in India whether 
“ * n our treasuries or m the currency leserve, disappeai into 
relative ummpoitance when the balance of trade sets against 
“ «s for any prolonged period Our stock of gold in India 
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“ ceases to be lepleiushed through the oidmary channels and 
melts away The currency gold m London has to be taken 
by you foi oui home chaiges, when exchange piolnbits you 
“ kom financing them by Council drawings We have thus to 
fall back on the Cold standard Reseive at a compaiativelv 
“ early stage of a bad cycle It is the recognised fulcium for our 
“ whole cunency sjstem” It appeals to me that m these 
sentences the nnpoitance oi the following consideiations is not 
fully lecogmsed — 

(1) Aceoidmg to the bgmcs gnen in paragiapli 4 of vom 
Lettei (which, liouevei, do not sliow the full deduction in the 
steiling lesouices of the Cox eminent at the time of then gieatest 
depiession) the measuies taken in 1907 and 190S foi the main- 
tenance of exchange involved a i eduction of 15,100,0001 m 
the steiling lesouices held by the Government foi tins purpose, ol 
which only 0,300,000? was piovided fiom the Gold Stand ud 
Reseive, the lemaming 8,800,000/ having been taken fiom the 
gold held m England and India (1,7 00, QUO/ fiom the Ctinencj 
Reseive in England and 1,100,000? from the Cunency Resei'r- 
and Tieasunes m India) 

(2) The Gold Standaid Reseive can scaicelj be said to have 
been used at a compaiatively eaily stage ol the lecent depiession 
in exchange It was not touched until 13th April 1908 five and 
a half months aftei the fall of exchange below “specie point,” 
dining which penod 2,500,000? was taken in gold fiom the 
Papei Cunency Reserve in England, and 1,413,000? m India 
The whole oi the gold withdrawn m England and (as appeals 
from jour telegiam of 27th Eovembei 1907) at least a con- 
sideiable portion of tint withdiawn in India was used loi the 
suppoit ol exchange 

(3) In addition to these facts, it would appear t j lie cleai 
on general grounds that any given sum of steiling monej which is 
(a) used instead of the proceeds of Council bills towards meeting 
Home Charges, oi (?i) used to meet bills drawn by the Government 
of India on the Secietaiy of State m Council, oi (c) issued m 
India to exporters m exchange foi l upees, has exactly the same 
efficacy for suppoiting exchange whethei it is drawn fiom the 
Gold Standaid Reseive oi fiom the Papei Cunency Depaitment 

5 While, for the reasons given above, I am unable to accoicl entne 
assent to your news on all the points that you have discussed m connection 
with your first pioposal, I am entnely m agieement with j t ou as to the 
paianiount nnpoitance of maintaining such a leseive of steiling lesoumes as 
may fanly be regarded as sufficient to maintain exchange m times ol 
prolonged difficulty In foiming a conclusion as to the amount which 
should be regaidcd as sufficient loi this purpose, it is necessaiy to beat in 
mind that it would be wasteful to accumulate a sum largely m excess ol 
what is lequned to meet all difficulties against which it is reasonable to 
provide, since an excessive accumulation involves the locking up of funds 
which might be used foi the mdustiial development of India As at piesent 
advised, I am inclined to think that the piudent and economical couise 
would be to regaid 25,000,000? as the minimum amount which should be 
accumulated in the form of steiling assets of the Gold Standaid Reseive and 
gold held in the Papei Cunency Department , and I am willing that, so long 
as the total of the lesources just mentioned stands below that figure, the 
whole of the futuie piofits on coinage shall be added to the Gold Standaid 
Reserve 

6 It may appaiently be possible to accumulate this amount, oi even 
moie, before the resumption ol the coinage ol rupees, ii it is decided not to 
resume coinage until the stock of rupees m the Paper Cunency Depaitment 
falls to 15 cioies, and the stock m the silvei branch of the Gold Standaid 
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Reserve to 3 erores, amounts which appeu to constitule <i sufficient 
minimum The calculation on which this anticipation is based is as 


follows — 

£ 

It is estimated that the Gold Standaid Reserve a, ill 

amount on 31st March 1910 to- - 18,733,000 

From this must be deducted the amount to be held in 

rupees ------ 2,000,000 


Leaving as the amount which can be held in steilmg - 10,733,000 

The gold held m the Paper Curiency Reseive m 

England is - - - - - - 1,100,000 

The rupees in the Papei Cun ene\ Reseive amount to 
3,362 lakhs The substitution of gold for 1,802 lakhs 
would pioduce - _____ 12,413,300 


Thus, if gold could be substituted foi rupees m the 
Paper Currency Reserve to the full extent contemplated, 
the sterling resouices m that llesene and in the Gold 
Standaid Reseive would amount to - - - 30,616,300 


Some allowance must bemadefoi the possibility that (owing to a diminution 
of the gioss cnculation oi notes') a l eduction of the stock oi mpees m the Paper 
Currency Reseive may take place without a c oiri spondiug increase of the 
stock oi gold but any estim ite of the iinount of such reduction would be of 
a ieiy conjectuial natuie 

7 The consideiations set foitli abme lead me to the conclusion that it is 
not necessan m the intciests oi exchange to mochh , except to the extent 
mentioned in the last sentence oi pai igiapli o abo\e, the decision announced 
in 1907 to use hali the pioiits on coinage ioi capital expendituie on lailways 
1 hat decision w r as ai lived at m new oi the uigcnt necessity foi supplying 
additional resouices foi laihvay dec elopment - a matlei which has been 
piessed upon the Secietan of State m Council on many occasions b\ the 
Go\ eminent of India— and on the difficulty and the dangei to Indian credit 
nrvolved in any increase oi the piesent rate oi boi lowing To letard the 
impiovement and extension of the raihva\ system in onlei to accumulate, 
beyond the limit which piudence lcqunes, funds foi the suppoit of exchange 
would imolve many disadvantages At the same time I recognise that 
befoie the coinage oi rupees is lesumed — x\ lucli may peihaps not occui foi 
some years — new conditions may anso inquiring special consideiation Torn 
estimate of the capital expendituie which should be inclined on railways 
may be modified , loans may r be obtained more easily^ , new expci lenoe ma\ 
have been obtained of the fluctuations to which Indian tiadc and exchange 
aie liable 1 have no desne to forecast now the lesult oi any discussion 
which may be carried on, m the light of such new conditions, at some 
uncei tain time heieaftei between the Secietaiy of State m Council and the 
Government of Lidia as then constituted 

S Your second proposal is that a substantial poition of the Resei\e shall 
lie held m £old 

\ 

9 The object of this proposal is to ensure that the Reseive shall be 
leadily available wdienevei lequned, even though the necessity should anse 
at a time of general financial difficulty m London There can, of course, be 
no possible doubt as to the impoitance of this object , but I am not satisfied 
that the adoption oi youi proposal, m substitution for the present method oi 
dealing with the 'Reseive, is required foi its attainment As a matter of fact 
I have carefully and constantly kept the same object, m view- w henei ei 1 
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have had to decide as to the disposal of profits on coinage or of sums 
acei mng to the Reserve by way of interest The plan which I have followed 
has been as follows — 

(1) -To hold a consideiable poition of the Reserve m thefomi of high class 

securities with a near date of redemption, because cash can always 
be obtained at the shortest notice, by sale or loan, foi such 
securities in the event of then 1 ealisation befoi e maturity becoming 
necessarj 

(2) To hold m addition such an amount of stocks yielding a highet rate 

of intei est (c q Consols) as I can count on being able to sell m 
time to meet all requuements that should be met from the 
Reserve 

1 hav e, of course, home in mind that the lealisation of the securities 
mentioned m (2) can be effected somewhat gradually, while the proceeds 
of the securities mentioned m (1) which can be turned into monej 
piacticallv at once, aie being used if necessary, for immediate i equip- 
ments 

As my object has been precisely the same as that to which jour proposal 
is duected, the chief practical question that can be raised (apaif from those 
to be dealt with in paiagiaph 10 below) is whetliei 1 line succeeded m 
attaining it I ventuic to think that the expenencc of 190S shows that the 
answei to this question is m the affirmative For, although the conditions 
m London m the v ear mentioned were voiy far from favmn able to large 
sales of stock, tlieie was no sex ions difficulty m piovidmg from the Rescue 
the 8,O3S,000Z , wliuh was lequued to meet the London bills diawn hi vour 
Excellency \ Government, and the fmthei sum of ( )3J,000f, which vas 
temporarily applied from the s line somce tow aids deiiaymg the Home 
chaiges , and I had also made arrangements for realising, if necessarj*, a 
consideiable additional amount In view ol these facts I am unable to attach 
importance to the apprehension that “ the free employment of the Reserve 
“ might he scuously hampeied by the foim in which it is now held” I 
recognise, of couise, that in times of prolonged depression of Indian trade, 
especiallj* if accompanied by other ad-verse conditions, the realisation of 
securities to the amount required to suppoit exchange would lequne caie 
hut the operation ought not to he bejond the capacity of the Secretary of 
State in Council and his advisers, and I accept the lesponsibility for canj'ing 
it out on occasion arising 

Jn this connection it is not inappropriate to remind you that the weekly 
sales hj' jou during several months m DOS of sterling lulls on Loudon, which 
weie the chief cause necessitating the realisation oJ secunties, weie under- 
taken at mv suggestion (set inj* telegiams of 28th Novembei D07 and 
23th Fcbiuarj 190S), and tliat I dul not on any occasion propose a reduction 
of the weekly amount, though I moie than once pioposed an mciease 

10 The consideiation dealt with in the piecedmg paiagiaph is the 
most important of those mentioned bj jou m fa vein of join pioposal, but 
there are ceitam others which should be noticed 

One is that it was the desne of Lord Curzon’s Government that the 
Reserve “should be held in liquid gold in India,” and that Loid Geoige 
Hamilton overruled their recommendation to this ellect, and decided to hold 
the Reserve m secunties I find on lefcrimg to the conespondence winch 
took place when the Reserve was established, llial Lord George Hamilton 
understood the Government oi India to desne that the Reseive should lie held 
eithei in gold or m secunties saleable for gold, oi paitly m one foim and 
paitly in the other Whether his understanding of then wishes was coirect 
or not, it is cleat that it, would not now bo leasonable to attach more 
importance to suggestions legal ding the management of the Reserve which 
were made befoie its establishment than to the Jesuits of the expenence, 
extending over more than eight j*ears, winch has since been gamed 

A second argument, to which you tefer with approval, is that “other 
“ countries are caieful to retain the ultimate foundation of their credit in 
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‘ bullion ” I understand that these wolds aie meant to convey that 
Governments which issue notes encashable in gold or silver on demand are 
in the habit o£ holding gold or silvei m Older to pi on ide foi the encashment 
This lemark is accuiate, except so far as it needs to be qualified by a 
lefeience to the laige fiduciary issues oi most Governments , but it has little, 
if an^, beanug on the question oi the most suitable foim foi the Gold 
Standaid Rescue That Reseivc will piesmnably lie used in futuie, so far 
as it. is used at all, foi deflating the Home Chaiges when Council bills cannot 
be sold at oi abo\e the gold point, oi foi meeting London bills drawn by the 
Government of India Foi eithci pm pose easilj leahsable sccnnties oi bank 
balances aic as useful as gold, and theie is theieloie no advantage in holding 
the lattei 

A thud aigunient u&ed In jou is that it is desn iblc that the Go\einmont 
of India, w hen combating a Ion exchange, shall lie in a position not onh to 
(ontiact the cnculation of nipees m India, which is done under the existing 
sj stem, but also to expand the cnculation of gold elsewhcie simultaneous!} 
(the object of the expansion oi the cnculation of gold being pi esumablj to 
stimulate tiade throughout the world and thus to uicieaso tho demand foi 
Indian produce), and that the lattei operation is not within join power unless 
the Gold Standaid Reseive is held in gold I am not disposed to think that 
the release of such gold as might be held in the Gold Standard Resene 
would have an important oi speedy effect in creating a favourable balance of 
Indian tiade, but, if it is to be held that this lesnlt would follow, it must 
cqualh lie held that the pievious accumul ition of gold m the Gold Standaid 
Ilescne would, so long is it was piocecdmg, hare an uniat Durable effect on 
the Indian tiade balance, and it would ceitamh injmo fudia’s powei of 
bonowmg in the London niaiket 

11 In the two picceding paiagi.iphs I have consideicd the objections 
uiged against the pi esent piactice oi holding the Rescue in securities T 
hate now r to dirw \oiu attention to the financial gain which has resulted fiom 
this piactice The amount lecened up to date in this count i) fioin interest 
on securities and discount on Treason Bills, less the los-> consequent on the 
discounting of Treason Bills befoie matiuih, is 1,778,0061 The loss 
inclined through the ‘ale oi secunties has been 116,S521 The net 
depieuation at piesent puces, as compaied with the average cost puce, of 
the securities now held is 260,9911 Thus in eight veais theic has been a 
net gam to the Gold Standaid Reserve of 1,371,0001 

12 klj conclusion i cgaulmg > our second pi oposal is as follows — In view 
ol the pecuniary disadvantage of holding a pail of the Gold Standaid Resene 
m gold, I do not see my w ay to adopting this proposal But I am willing to 
meet join wishes to the extent of leaxing 1,000,0001 of the Rescue 
uninvested The part so tieated will be eithei lent from time to time for 
shoit penods on appioved secunty to approved institutions and firms oi 
deposited at inteiest wnth Banks of high standing, the intciest earned being 
cicdited to the Resene The lemamdei of the English portion of the 
Resene will be dealt with as explained m paragiaph 9 ahoxe The 
tiansactions necessan to give effect to the decision legaidmg the 1,000,0001 
drat is not to be unvested will be earned out gradualh and vou will be 
Jiiroimed of them m due corn so 

I lrax e, Ac , 

' (Signed) kloiiLLi m 13 1 \ckiji ux 
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Enclosure 


Fo’eiguTnuleof India (on private account) in each venr from 1st Wmbm 
1896 to 3 1st October 19U8 Figures m millions of pounds stc,],,,,. 
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Despatch from the ScoRrTARi oi Staii to the GoM’rnjicm ot Ivnn, 
No 91, dated 13th August 1909 

M\ Lord, 

My attention has been called to the desirability of anangmgfoi eaihei and 
more frequent publication of information regarding the position of the Gold 
Standaid Reserve Undei piesent arrangements two strtements showing 
the position of the Reseive at the end of each quarter appeal rn the Gazette 
of Lidia between two and three mouths after the end of the quarter 1 
suggest that, in addition, a statement m the same form as the second of 
those published in the Gazette of India for 19th June 1909 shall m lutme 
he issued m England and in India m the second week of each month 
showing the position of the Resen c at the end of the piecedmg month 1 
shall he glad to learn b} telegram if von agree to this proposal If ion do, 
the hrst monthly publication might take place m Septembei , and, m ordei 
that there may be no discrepance between the information jmbbsbed m the 
two countries, I shall telegraph to the Comptroller-General at the beginning 
of that month a summary of the transactions that ha\e taken place in 
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England in August It will then be foi the Comptroller-General to 
telegiaph to me as soon as possible the lollowmg figures i elating to the 
Reserve — 

(1) Opening balance 1st August 

(2) Particular o£ tiansactions, if anj, in India duiing August 

^3) Closing balance 31st August 

(4) Foi m in which Indian portion of Resene is held on 31st August 

At the end of each subsequent month 1 shall telegiaph to the Comptrollei- 
Goneial a siunmni\ of the tiansactions m England duimg the month, and 
the Conrptroller-G enei al should telegiaph to me the particulars of additions 
made to the Reseive m India during the month and of any change in the 
form m which the Indian portion of the Reseive is held 

2 If the pioposal made above is earned out, a copy of each monthli 
statement issued in England will be posted to the Com pti oller-General 
immediately aftei publication, and a cop\ of each one issued in India should 
be similaily sent to tins Office, in Older that anj accidental discrepancy ma\ 
be discoveied as soon as possible 

3 I take the opportunity of pointing out that the sum of 469,S1SI , which 
foims item 3 of the second statement published m the Gazette of India for 
19th June 1909, was not held m gold and should not have been sodesuibed 
Any poition of the Rescue which max in future be left immxested m 
accordance with the aiiangements made in paragraph 12 of my Despatch 
of 2nd July 1909, No 82 (Financial), will he desenbed in the statements to 
he issued m this countij as “Cash placed In the Secietan ol State for 
India in Council at shoit notice ” 

1 have, d.c 

(Signed) Mown oi- Bi \okwm 


Lettci irom the GovntNMi nt oi India to the Srcun vm oi Staii., 

No 23G, dated 30th September 1909 

Mi 1 ORD, 

Wl haie the honour to ieply to iour Despatch No 82, Eiinucial, 
dated the 2nd July 1909, in which >ou dealt with oui proposals foi tile 
futiue adimnistiation of the Gold Standaid Resen c 

2 In oui despatch of the 1st .A pul 1909, No 87, we renewed the 
expeiunccof the preceding eighteen months and attempted to sum up tin 
lessons to be learnt fiom the couiseof oui operations in suppoitof exchange 
We showed that the mam fact which had been brought into prominence by 
lecent eients was the inadequacy of oui existing gold resomces to meet 
a prolonged c iisn As a paitial leraech for this state of ailairs, and as 
a precaution against the occunence ol a moie serious emergenci m the 
futuie, w r e proposed ioi yom Loidslup’s consideiation two specific measures 
We uiged, instlj, that the pi.ictice, to which we have always objected, 
of expending on railwajs half the piotits on coinage should be defmitelj 
abandoned, and that all such piofits should in luture be credited to the 
Gold Standard Reseu e, until that Restive should stand at a much higliei 
ligiue than it has yet attained \\ e further piessed the desnabilitv ol 
holding a substantial pai t oi the Resell e m gold In our advocacy of botli 
these measuies, w r e had, as we pointed out mom despatch, tire practicalli 
unanimous support ol the mei can tile and hanking communities of India 

3 In ieply to these lepiesentations, xonr Lordship has consented to 
suspend the diveision of coinage piohts to larlw.rj consti notion until such 
time as the stock of gold m the Gold Standaid Reseive and the Paper 
Currency Department combined shall leach the hgnie of 25,000,000/, 
thereafter the question will be liable to leconsideiation m the light oJ 
existing cncumstances Though this decision does not go bj auy means so 
iai as we wished, we welcome it as a step m the dnection iilncli we base 
adi ocated 


cr (1) ,nml (2) if, required not loi publication tiut to enable tin ligmc^ 
to be vented 
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4 On the second point yom Loidslirp has not seen your way to accept 
oui proposals Holding that, ioi the purpose of maintaining exchange 
secunties capable of easy realisation aie as efficient as liquid gold, while 
they aie at the same time pioducing interest to the ciedit of the Gold 
Standard Reserve, \ou have declined to do more than keep a sum of 

1.000. 000? of this Reserve uninvested, such amount being either lent fiom 
time to time foi shoit periods, on appioved secunty, to appioved institutions 
and firms, oi deposited at mtei est with banks of high standing We accept 
this decision vv itli regiet While wo admit the foice of yom argument m 
normal cncumstances, and recognise that existing anangements adequately 
met the i equirements of the late cusis, we would once more emphasise oui 
conviction that it is necessaiy to piovide, and to assuie the public that w e 
do provide, against a situation m which the secunties of the Gold Standaid 
Rcseive would not be easily realisable oi lealisable only at heavy loss 

5 Accepting hovvevei, as we must, youi decisions, we now desne to 
discuss the methods to be adopted, undei piesent conditions, m meeting 
exchange difficulties m the futme Your Lonlship has recognised the 
advisability of holding at least 25,000,000? in gold and gold spcunties, and 
has lepiesented the possibility, undei the anangements indicated in 
paiagragh 6 of yom despatch of inci easing this amount to as much as 

30.000. 000? , exclusive of the gold secunties held by the Papei Cunencv 
Department The attainment of this figme involves, however, the reduction 
of the stock of lupees in the Papei Currency Reseive and the silvei branch 
of the Gold Standaid Reseive to fifteen and fhiee cioies respectively You 
cousidei these amounts to constitute a sufficient minimum, but we musi 
lespectfully diffei as to then adequacy' 

6 We could not view without grave concern any diminution of the silvei 
branch of the Gold Standaid Reserve Oui cunency position resembles 
that of an aimy r exposed to sudden attack on eithei flank, and we have to 
piovide for a dram upon oui silvei no less than upon oui gold Unlikely 
as it at present appears that theie will be eailynccd foi an extensive coinage 
of rupees, the futuie developments of commerce aie always unceitam, and 
we should be extiemelv loth to expose ourselves to any risk of a lecuirence 
of the difficulties which in 1900 rondeied the establishment of the silvei 
biancli a necessity With the extension of the sovcieign as a circulating 
medium, this risk will no doubt tend to diminish , but though, as we note 
below', there aie piomismg signs of development in this direction, we can 
only expect very gradual piogiess, and a veiv laige giovvth of such 
cnculation would be necessaiy bcfoie the silvei biancli oi the Gold Standard 
Reserve can safely be diminished For the piesent, theiefoie, we desne to 
maintain this at the existing figuic of six ci oi es 

7 For snndar reasons we aie equally leluctant to substitute gold for 
the silver m the Paper Cunency Resen e to the full extent that you propose 
We cousidei that at piesent we cannot with safety hold less than one-half 
of our liquid cunency balances m rupees, and, as we pointed out m 
paragraph 8 of our despatch No 144, dated 26th April 1906, w r e ought to 
have a minimum ot eighteen cioies of iupee& at the beginning of the busy- 
season As, however, the note cnculation has lecently expanded, this 
would, on present figures, give a total gold stock not much less than that 
assumed bv yom Loidslup, tne figuies calculated with lefeience to the 
position on the 15th September last standing as lollows — 

£ 

Gold Standard Reseive on 15th Septembei 1909 

(appi oximate) ------ 18,635,900 

Deduct lupee holding ------ 4,000,000 


(a) Possible Sterling holding m Gold Standaid 

Reserve ------- 14,635,900 

(b) Cunency Gold m England - - - - 1,500,000 

(c) Fuithei possible Cunency gold, viz , half oi 

cunencv balances on 15th Septembei iimras (b) 11,441,200 


Total possible gold holding (exclusive oi gold 

secunties held by Papei Cui i ency Department) 27,577,100 


) 
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These figures thus admit of a total Curioncv holding of about 1.1,000,0007 
m liquid gold 

8 We now desne to impiess upon join Loidslnp oui him conviction 
that the gi eater pait ol this sum should lie held m India It is tine that 
in then despatch, Xo 205, dated the 18th August 100J, Lonl VmptlnllX 
Government contemplated as sufficient a gold holding of between about 
4,000,0001 and G, 000, 0007 m India but iccent evpenence has compelled 
a modification ol om news on tins point It is unnecessary' to lepeat June 
the aiguments in favoui of the establishment ol an effective gold cunencj 
in this country They were fully set foitli in the icpoit of the Fowlei 
Ouiieucv Committee, to which om Gold Standaul owes its existence, and 
then cogency has since that day been fully recognised It is a tiuism that 
leal stability of exchange can nevei be assuied until gold attains an active 
and extensive cn dilation in India the difficult} has hitherto lain in indue mg 
a conservative people to adopt this foim of cunencj Shoitly befoie the 
recent cnsis, houevei, tlieie vveie signs of eneouiagmg piogiess in this 
dnection Though gold was still lai horn having obtained that populantv 
winch the inteiests of exchange lendei desnable time weic indications of 
a greatly extended use ol the sovereign m commeicial liansactions It 
was estnnated, foi instance, by our Comptiollei General that it might 
shortlv be possible to finance in gold no less than 20 pel emit of the 
up-country cotton tiade of Bombaj This piomising development has 
naturallj leceivcd a seveie check as a result of iccent events '1 o insure 
i tree use of soveieigns it is essentnl tint we should be m a position 
to pass gold libel ally out of Cmreucv and Tieasurv in exchange foi notes 
and silvei, and m present cncumst mces this is impossible, for oui 
operations m suppoit of exchange have left us with an absolutely insignifi- 
cant gold balance We have information that sovereigns now change 
hands at a picmium even m the chief commercial centres of the countrv, 
while for oidinaiy pm poses they aic practically unobtainable We there- 
fore judge it to be eminently desnable to mciease the local gold holding 
m om Paper Currencv Reseive We could lace anothei exchange crisis 
with far gi eater equanimity could we be assuied both of mi active 
circulation of sovereigns in the countiy and of i strong icserve in our 
Cuiieucv chest The foimei would enable the icadj export ol supeifluous 
cunencj, while the sdength of oui own leseivo would enable us at once 
to assist tins piocess and, by free issues ol gold, to bring about tint 
lestoiation of public confidence which is of vital importance m the earlv 
stages of a panic 

9 Foi these reasons we wish most emphatically to uige the desnabilitv 
of holding a laige amount of gold in the Currency Reseive in India Ol 
the total sum oi about 13,000,(100? , which according to the figures given 
m paragraph 7, can be held m liquid gold against notes m cn dilation, 
we think that at least two-thnds shoidd be available m this countiy 4\ e 
should indeed prefei to hold moie, hut we recogmse the necessity of 
leaviug with you a liquid balance, to piovide for any possible piu chases 
of silvei tfiat may be lequncd, and for use in the early stages of a stumble 
with exchange A\ ltb the sum oJ 1,000,000? from the Gold Standard 
Reseive which you intend to keep leadily available, von will thus have 
in London somewhat ovei 3,000,000? m liquid form, and, in view of vom 
opinion on the sublet of the realisation of Gold Reseive securities, vou 
w ill, we trust, considei this sufficient 

JO It is obviously desirable, m the light of the circumstances we have 
quoted, to lose no time in building up the gold lesouices of tins country, 
and we have now to set forth the steps which should, in oui opinion, be 
taken to effect this object Up to the piesent, you have been able,’ by 
excess sales of Council Bills, to replace by gold rupees m the Gold Standard 
Reserve to the value of 2, 800,0U0? , as well as to draw against Treasury 
balances nearly 2,000,000? moie than the proportionate budget allotment 
of the current veai (the figures aie up to 31st August) Should the 
prospects of Indian trade continue lav ourable, tlieie is leason to hope 
that it will prove possible, m spite of the piesent weakness of Exchange 
w'hich has, lately, once more necessitated our offering Bills on London 
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to a small extent, but which, will, yy e hope prove to he of a purely 
tempoiary chaiactei, to draw off befoie very long the further sum of 
3,S00,000Z by winch the Gold Standard silvei exceeds the necessary 
minimum When that position has been leached, we are ot opinion that 
you should stay fuxthei drawings othei than those lequued for ways and 
means puiposes ior if further tiade demand foi money be genuine, the 
lesult must then be that gold yy ill come out to us m India This process 
should continue until the gold m 0111 Cuirency Reserve m India has 
accumulated up to the amount we consider desirable to hold there, viz 
tv o-thiids of one-half the total currency cash holdings, or in piesent 
circumstances about 8,600,0001 When that position has been attained 
youi Lordship would, if tiade conditions seemed to lequue this, issue 
extra Council Bills against Curienc\ until you too yy ere in possession 
of vom full portion of the gold vhich we desne to hold m the Gurrency 
Resene The drawing of Council Bills against iiesh mpee coinage should 
not be considered until the full gold requnements of the Currency Reserve 
both in India and England hay e been satisfied 

1] The eouise which rve propose to adopt in the e\ent ot the occuirence 
of future exchange difficulties of a serious chaiactei will thus be sufficiently 
obvious In addition to the necessary step of selling steilmg bills on 
London, we desne, if we have in the meantime succeeded m acquiring 
a sufficient store of gold, to issue ‘mveieigns in exchange for silver We 
shall thus work upon the depiessed silvei maiketuith double effect The 
sale of vom Council Bills would of eouise, have to be pi actually suspended 
foi the time, and you would find such lunds as aie absolutely necessary 
foi wajs and means puiposes in England by drawing fiist on youi Cunencj 
gold and then on the Gold Standard Reseive We tiust that this plan of 
action will commend itself to youi Loidslnp, though we must admit that 
our feeling of security would be considerably gieatei could we hare the 
assurance that we possessed in the Gold Standaid Reseive a sufficient stock 
of liquid gold to ensure the successful conduct of such operations oyer 
a pi olonged penod of depression 

12 In conclusion, we desne to emphasise the extieme desirability, in 
the mteiests of a stable exchange, of lnspuing the public with confidence 
in the Cunency policy of the Go\ eminent Such confidence can only be 
acquired by placing them m possession of the methods rve propose to 
use in oidei to face difficulties, and we accordingly' ask permission to 
publish our correspondence ryith you on the subject 

We have, &c 

(Signed) Minio 

O’Moore Creagh 
J 0 Miller 
W L Harvei 
G Fleltiyood Wilson 
S P Sinha 
II H Rislei 


Despatch fiom the Secretary of St\te to the Goyernment of India, 
No 25, dated 18th Febiuarv 1910 

My Lord, 

I have considered m Council your letter of 30th September 1909, No 236, 
containing an expiession of your vieyvs regaidmg — 

(1) The amount of rnpees that should be held m the Gold Standard 

Reserve and the Paper Currency Reserve , 

(2) The location of such gold as may fiom time to time he held m the 

Paper Currency Reserve , 

(3) The procedure to be followed for building up sterling resources fir 

the suppoi t of exchange 

a. lyoGs Q 
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2 Youi obsei \ .itions on the hist of those questions <ue contained in 
pai agraphs 6 and 7 of youi Lettei under leply l thought it dosu.ible that 
the whole mattei should be examined somewhat nioio fully than is done 
theie oi has been done on am pievious occasion, and the enclosed 
iMemoiandmn lias accoichnglv been piejmed I shall be gl id ll vou will 
give to it youi caioful consideiafion, and fnimsh me with an expiession of 
joui opinion as to the suggestions contained theiem 

3 On the second question jour recommend itions aic — 

(!) That the stock of gold in the Papei (Jmicncy Resene m India 
should, as soon as possible, be laised to, and if practicable 
maintained at, an amount equal to two-thuds of the total that 
can be held in gold m the Rescue The estimate which \ on 
adopt oi the total holding ol gold that is at present possible 
is, approximately, 1 1,000,000? , so that the level to which you 
lecommend that the stock m India should beiaiscd is 8,600,0007 
(These figuies might be increased if the suggest loiih m the 
Memoiandum mentioned in the piecedmg paiagiaph were 
idopted ) 

(2) That until the gold in the Papei (hmencj Rescue in India 
leaches the level that \ou recommend, no increase should be 
made m the amount oi gold hold m the Paper Cuirency Rescive 
m England 

These lecommendations evidently rest ou the mow that it is much more 
advantageous to mcieasc the stock of gold held In the Government in India 
than to mciease that which is held in the Paper Cuireucv Reseive m 
England It is, liowevei, a matter of no small difficult} to compaie the 
advantages of the two couises 

Gold held bj the Government in India may be issued foi export, oi to be 
used as cun ency, oi to be hoaided, oi to be com cited into ornaments So 
far as it is issued for export, it maj be legal ded as fully ellective foi the 
suppoit of exchange So lai as it is used as cunenc\, it maj be rcgaided as 
available vv holly or in part for supporting exchange when the inte of exc liange 
falls as low as gold expoit point, since it is probable that m such conditions 
a pait at least of the amount m cnculation would he expoited , but when the 
rate falls, not as low as to gold expoit point, but to a liguie at which it is 
desnable to suspend the sale of Council Bills, the gold m circulation is likely 
to be of little or no use for suppoitmg exchange, at anj late linmediateh, 
since it would piobablv not be expoited, and would obviouGv not be available 
towaids defiav mg the Home Ghaigesof the Seen. tan ol Stale Gold that 
is hoaided oi corn uted into ornaments can scarce!} be legal ded as available 
at all foi the suppoit of exchange 

On the othei hand gold held m England is available foi suppoitmg 
exchange not only when the rate falls to gold expoit point (when it can be 
used foi meeting lulls on Loudon sold m India], but also at the eailier sta^e 
w'hen the late has fallen only to the point at which the suspension of Council 
Bills is desnable (when it can be used towards defi aying the Home Chaiges) 
The stock is not liable to be depleted bj any cause coi respond mg to the 
disappearance into hoaids oi gold m India When the demand foi remit- 
tances is strong, gold in England is available for anv purchase of silver that 
may become necessary 

Thus the stocks oi gold held in the two comitncs seivo somewhat 
differ ent purposes, and the piactical conclusion that I cliavv is that it is 
desnable to hold, li possible, a substantial amount in each countiv I am, 
theiefoie, unwilling to commit myself to a postponement of any mciease of 
the slock m England foi the comparatively long penod that may be leqmred 
foi uismg the stock in India to two-thuds of the possible total holding m 
the Paper Currencv Reserve As the stock of gold held by you now exceeds 
5,000,0001 , I piopose to revive shortlv the anangements which vveie m force 
m 1905, 1900, and 1907 for thepuichase of gold m tiansit to England 

4 In paiagraph 10 of youi Letter jou describe the method which should, 
m your opinion, be adopted with a view to building up the steilmg resouices 
of the Secietary of State and the Government ot India Tf ] understand 
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Voui' proposals conectly, you suggest that m tlie fust place the silver jn the 
Standaid Reseive in excess of six croies should, as opportunity pi esenK 
itself, he replaced by steilmg , that when this has been done the diawmss 
of the Secretary of State should be limited to the amount lequned foi yavs 
and means pm poses , that when these requirements have been met the 
drawings should be suspended until the gold m the Papei Cunency Resei \ e 
m India is raised to the sum decided upon, and that, when the stock of 
gold in. the Papei Cuirencv Reseive m India has been laised to the desued 
level, the sale of Council Bills should be resumed, but only against the 
transfer of gold to the Papei Cunency Reserve m this countiy You 
recommend also that the drawing of Council Bills against liesh mpee 
coinage should not be considered until the mpees m the Gold Standaid 
Reseive have been i educed to six crores and the gold in the Paper Curiencv 
Depaitment m India and England has been laised to the lull amount that 
is desired 

I presume that you lecognise that, if the pioceduie that you recommend 
were appioved, its adoption would, or might, extend over a senes of \eais, 
since, if the drawing off of suiplus rupees fiom the silvei branch of the 
Gold Standaid Reserve and the raising of the gold in the Papei Guiiencv 
Reseive to the desired level weie not completed at the end of the financial 
year m which these processes were begun, the resumption of the sale of 
Council Bills m the ordmaiy manner would be necessaiy at the beginning 
of the next financial year m older to provide foi the lecpmemeuts of the 
Home Tieasury m that yeai, and the special procedure which you lecommend 
could only be levived late m the jeai when these lequnements had been 
met Thus the Secietaiy of State might continue for a number of yeais 
to sell Council Bills and Tiansfeis m the oidmary manner dui mg the earliei 
months of each yeai, sales m the lattei months being eithei suspended 
altogethei (if the stock of gold m Tndia was below the desued level) 01 (if 
that level had been leached and wans being maintained) effected onlv against 
the “ ear-marking ” of gold m London 

I am unable, aftei the most caieful consideration, to accept the view 
that it is desirable to regulate the sale of Council Bills and Tiansfeis m 
the mannei that you piopose 

In the first place, experience shows that the ligid piocedure that a ou 
lecommend is unnecessary for the building up of the steilmg bianch oi the 
Gold Standaid Reseive and the stock of gold m the Papei Cuiiencv Depait- 
ment, since without it the steilmg bianch of the Gold Standard Reserve 
has m the past been raised to the full amount of the Reserve (less the portion 
held, foi reasons of policy, in mpees), while the stock of gold m the Papei 
Cunency Reserve has fiom time to time risen not only to a sufficient, but 
even to an excessive, height 

Secondly, I am of opinion that to can} out youi recommendations 
consistently might at times involve veiy senous consequences To lefuse 
at ceitam times of the yeai to issue rupees for trade purposes except against 
gold presented m India or “ eai-maiked ” m London, might cause the 
penodical lecunence ol stimgency m the London money maiket, bv which 
the Secretary of State loi India m Council — owing to the fiequency and 
magnitude of Ins opeiations m issuing and renewing loans (either dneet 01 
through guaranteed railway companies) is peculiaily liable to be injured , 
and by which it is also piobable that the trade of India with othei countries 
would be senously affected 

5 It seems to me to be cleai that m a wear oi gieat demand foi remit- 
tances to India the light couise to be pursued in selling and meeting 

Council Bills and Telegiaplnc Tiansfeis is as follows — 

(a) The sales to be legulated m such mannei as appeals bkel} to 
stunulate the transmission oi gold to India when such trans- 
mission is desirable, which is, oi course, oidmanly not the case 

m any 5 ear until the sums 1 equn ed by the Seci etai y of State for 
the puiposes of the Home Tieasuiy and for conveitmg into 
steilmg the excess, if any, of the Gold Standaid Reseme, over 
six crores have 'been received 01 practicallv assuied , but the 
sales nut to be suspended at any particular time for the pui pose 
of foicmg gold into the Papei Currency Reserve 

Q 2 
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(b) Bills and Transfeis, if anj, which are sold beyond tlie require- 

ments of the Secietaij of State (foi the purposes mentioned in 
(a) ) to be met in one 01 moie of the following methods, vi/ — 
Fiom the Tieasniy balances ol the Government of India, 01 
iiom the silver poition oi the Papei Cnnencj lleserve 
(against the “ eai-mai king ” of gold in London) , oi limn 
the silvei branch oi the Gold Standard Resene (the use 
of mpees irom this Rcscive being ti eat ed citliei is a loan 
to be lepaid m India, oi as a reduction to be made good 
by an increase m the sterling blanch of the Resene) 

(c) The choice between the methods mentioned m (/>) to be made 

accoidmgto the cn cumstances of the time 
1 maj add that I am entnelv oi the opinion, which cmdenth undeilics 
the last sentence oi paiagmph 10 of join Let tei, that | the coinage of new 
rupees should be limited as closelv as possible 

t> I am unable to accept the suggestion made in paiagiaph 11 of join 
Lettei Ihatjoui conespondence with me on the subjects discussed aboie 
(b\ which! undei stand vou to mem join 1 etlci oi 1st Apnl 1 *)()*), Iso 87, 
mv Despatch oi 2nd Julj 1009, Ko S2, \om Lettei uinlci icpl\,an<l tin 
piesent Despatch) shall be published, but J ha\e no objection to join 
making public, should \ou think it desnable, the substance of the following 
decisions contained in the conespondence, \i/ , those communicated to jou 
m the last sentence oi paragiaph 5 oi mj Desjiatch No 82 oi 2nd Julv 1909, 
and m the second sentence of paiagi iph 12 ol that Despatch 1 on Mill, ol 
couise, undcistand that no public announcement should be made legal ding 
the question of the pui chase ol sihei, which is discussed m the Mcinoiandum 
appended to this Despatch 

1 have, Ac , 

(Signed) Mouli a oi Bi vGMiuitx 


Lnclosmc 

Mi mokvxdum of the amount to be held in Ruihls in the Ravi n Gu’Mnca 
Reshivl , ind the Coin SrAMniio Rrscm 

1 The question oi the amount that should be hold m rupees m the 
Papei Cunencj r Resene and m the silver blanch of the Gold Standard 
Reseive is not one on which a decision is now called foi bj anj iirictical 
need of the moment A telegiam fiom the Gov ei nment of India, dated 
12th Febiuaiy 1910, shows that m addition to the rupees m the Tieasurv 
balances, the Government holds 2,850 lakhs ol mpees and about 12 lakhs of 
tolas ol siliei bullion in the Papei Cunencj Depaitment and 718 lakhs of 
rupees in the Gold Standaid Reseive Dunng the busj season oi 1909-10 
and oi 1910-11 (ll the monsoon oi 1910 is hoc ouiahle) these amounts will no 
doubt be leduced, paitly by the substitution of gold ioi mpees in the Papei 
Cunency Resene, and paitty by the substitution oi ^Idling imestments ioi 
a poition oi the silvei blanch of the Gold Standaid Resene, but it is 
unlikely that eithei the Secietaiy of State oi the Go\ eminent ol India will 
piopose before 1911 at eai best to buy silvei foi the pui pose ol leplenishmg 
eitliei lesene by means oi additional coinage henevei such i pioposal is 
made, the question at the beginning of this note will become one of gieat 
and immediate piactical impoitance, foi the answei to it will necessanlj 
govern the decision as to the time at which, and the scale on which, the 
purchase of sih ei shall be imdertaken 

The question is fai fiom easy, and, w hater ei estimate may be foimed 
and used at anj r time as the basis of a piactical decision legal cling the level 
at which the stock of mpees m the two Resenes shall be kept, tlicie must 
alwaj's be the possibility that subsequent events will so shape themselves as 
to show that a different decision would hate beenmoie beneficial If a 
libeial view of the lequnements oi the two Reseives is taken and Luge 
amounts oi silvei aie bought and coined, tiade may immediately lall off and 
exchange dechne, mpees m the Reseives may foi a long penod be piacticallj 
useless, and the tempoiary loss of the steilmg lesouices with which thej' 
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•were purchased maj be a serious misfortune If, on the other hand the 
more restrictive Mew is acted on, and the stock ol rupees kept low, a sudden 
outburst of gieat tiade activity may evpose the Government of India to 
embairasbinent in its attempt to cope with the demand foi cunency This 
difficulty is one winch can never be avoided But it is obviously bettei to 
considei at leisiue the important question involved than to leave it until a 
practical decision is urgentlv iequned It is thereloie proposed to examine 
now the views evpiessed by the Government of India m paragraphs 5 to 7 
of then Letter, No 236 (Finance), dated ‘JOth September 1909 

2 The Goa eminent ol India are of opinion — 

That the silver branch of the Gold Standaid Resene should not be 
allowed to fall below six croies, and 
That they cannot at picsent sal el > hold (presumably at any penod 
during the real) less than halt of the metallic portion of the 
Papei Cm lenev Resene in mpees, and that they should hare a 
minimum ol IS cioies at the beginning oi the busy season 

If the practical effect of these suggestions is evammed m the light ol the 
fact that the noinial volume of the Papei Cunencv circulation will in all 
probability soon be about 30 cioies, with a metallic leseive of 38 cioies, it 
will be found (a) that the suggestions do not leally disci lminate, though 
they do so nr appeal ance, between the lequnements of different penods of 
the year , and (/;), that it they weie earned out, the slock of inpees m the 
Paper Cunener Department, and the percentage to the Papei Cunencv 
circulation, would (unless the total cn dilation is maternally i educed oi the 
fiduciary poit ion mci eased) be much higliei dux mg a pait of the y < ai than 
has been found necessarv in leeent veais These points will be dealt with 
separateh 

(a) In any estimate ol the amount that should be held in mpees m the 
a auous reserves it appear o to be absolutely necessaiy to disci immate 
between the lequnements of the -various penods of the yeai 
Tlieie is, m noi mal yeais, a net absoiption oi mpees into the 
circulation foi winch the Government must pioude in some way 
or otliei , but the absoiption pioceeds at dilleunt rates oi speed 
at dillcient season^, and tlieie is often dunng ceitanr months a 
ictnin of mpees fionr circulation The penod of most rrpid 
absorption is usually fiom Octobci to Decemhei, when the 
Government cannot rely on the outturn ol the mints to keep pace 
with the demand loi mpees The return of rupees fionr cncnl it uni 
is most frequent ni the quarter fiom Apnl to June It is 
iheieloie evident that, if the safe minimum holding of mpees on 
IstOctobei is lepiesented by a particular figui e, the possession 
ol a snrallei amount on 1st Apnl will oidmanly suffice The 
appropriate amount of the difleience between the two figuies will 
he discussed Jatei Meanwhile, it is mipoi taut to obseive that, if 
the suggestion of the Government of India wei e earned out, the 
leseive of mpees held against the Papei Cunencv would, if the 
note circulation stands at 50 ci ores and the fiducial v issue at 12, 
he not less than 19 cioies .ill the yeai lound , and the additional 
condition purpoi ting to lequne a minimum of IS cioies at the 
beginning ol the busy season would be unnecessary 

(h) The elicit oi keeping m mpees all the y r eai lound at least hall the 
metallic poition of the Paper Currency Reseive, and also 6 ciores 
belonging to the Gold Standaid Reseive would he, assuming a 
gross circulation of 50 crores and a fiduciary issue of 12 ciores, 
that the amount ol mpees (19 crores) to he kept m the Papei 
Cuiieney Reserve would he 38 per cent of the gross circulation, 
and that 25 crores in all would be held in mpees outside the 
Tieasury balances Whethei so large a holding is at any time 
necessaiy is open to question , hut it seems quite certain that it is 
in excess oL what is requned at the end of the busy season, say, 
on the 31st, of March oi each yeai, as is shown by the followung 
statement relating to the mpees and silver bullion that were held 

A. 190G8 Q 3 
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In dealing with these hgiuos tho putu ulars relating to 31st M iroh 11)07 
190S, and l l )lj'l, nm ho loft out of umsidi lation as hf longing to a pi nod 
at winch tho stock of lupins was adnnttodh exotssne Vt thoothu spun 
dates tho total amount of «ihei hold m tho Paper Guricmv and Gold 
Standaid Rcsciv cs, tin pioportion of coin in tin fmmu iesf n < to tho note 
circulation, and tho pjopoitimi of the siht>r in both lo-erves to tin note 
circulation weio all considerably lowei than would prolnbiv mult from the 
adoption o£ the picsont pioposih of tho Government of India , and \ot tluro 
ib no icasou to believe that, except at tho lust date, the nvathbh stoA of 
lupcos oi of rupees and bullion combined was found to he inconveniently 
low Such inconvenience as has fiom time to time amen sun. o 1 ( K HI owing 
to i deficiency of nipies has been felt dining tho busy M'non, and (as is 
shown at the end ol paiagiaph 3) in t onseqw nc< of the stock of (omul im! 
uncoined sihoi at the beginning of that soison hating boon allow rd to fall 
too low It is most nnpoitaiit to guaid against its rerun once, but it is not 
necessary oi desirable foi that purpose to maintain an o\oossiu> stock of 
rupees at a diiTeient ponod of tho tear when entire!} diiTeient conditions 
pie\ ail 

3 It is evident tint the problem under consideration must he ippioudunl 
m i somewhat diHeient mannei J-oin that wlucli lias been adopted b} the 
Government of India, so that pioper allowance max be made foi the -varying 
conditions of diiTeient penods of tho year, and the best piocedmc appears to 
be to attempt to estimate — 

(a) The amount ol mpees that should be held in tho two icservcs on tho 

31 st Mai cli of each year, which max lie legaidcd as (appioxim itch) 
the end of tho penod of most i.ipid absoiptum, and the beginning 
of the period duimg which a i etui n of lupecsfiom circulation is 
least unlikely 

(b) The additional amount tint should be held on 1st October of etch 

veai m oidci to provide m advance for the demands of the penod 
of most lapid absoiption, 
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Any agi'eemeiil tkat might be leached on these two points Would be o£ 
\ery gieat value foi legulatmg the puichase and coinage of silvel throughout 
the year The following suggestions are accoi dmgly submitted •— 

(a) Rupees to be held on 31st Mm ch of each year —The figures in the 

table abo\e appeal to indicate that a stock of lupees in the two 
reseives equal to 35 pei cent of the gross cuuency note cnculation 
(re, 17-1 croies when the gross cnculation is 50 crores)is as much 
as prudence lequires It may be assumed that no large stock of 
silvei bullion will be held otheiuise than tempoi arily, so that 
silvei bullion m the Papei Gunency Reseive maybe tieated as 
the equivalent of lupees at the late of 1 tola = 1 rupee The 
distil button of the stock of lupees between the two reserves and 
the use to be made ot the holding m the silvei biancli of the Gold 
Staudaul Reseive, aie consuleied in paiagiaphs 4, 5, and 0 below 

(b) Additional amount to be held on Is/ Odobei of each yem --In fixing 

this amount, the factois that ha\ e to be borne m mind aie (lj the 
amount of possible absoiption of lupees into the cnculation during 
the busy season , (2) the extent to which it ma\ be reasonably 
estimated that the mints will be able to com new rupees diu mg 
the busj season tow aids meeting the absorption 

(1) Amount of possible absorption during busy season --The 
best data foi valuing the fn st factoi appear to be the hguies 
which are gnen in the annual Reports of the Papei Cuuency 
Department of the net absoiption of rupees into the circulation 
(oi letum of lupees from the cnculation) m each quartei of each 
vear The figuies for the penod 1898-99 to 1908-09 are 
collected in the following table — 

Net absoiption of rupees into circulation (+) or letuin of 
rupees from circulation ( — ) 


Hir i 

Vpril to 
| Inne 

July to 

St ptember 

Octoboi to 
Dtxunhcr 

1 rattan to 
March 

W hole t ear 


1 

! L tklw 

Lnkh'- 1 

Lakhs 

L tklis 

L 

tklife 

1898-99 

— 

21 

— 

18 

+ 

1,62 

— 

2,54 

— 

1,61 

1899-1900 - 

— 

64 

+ 

4,46 

+ 

7,84 

+ 

2,27 

+ 

13,93 

1900-01 

+ 

1,00 

+ 

5,06 

+ 

4 13 

— 

1,57 

+ 

8,62 

1901-02 - 

— 

63 

+ 

11 

+ 

1,74 

— 

2,20 

— 

68 

1902-03 

— 

3,26 

— 

72 

+ 

3,13 

+ 

87 

+ 

2 

1903-01 

I + 

1,34 

+ 

2,54 

+ 

6,10 

+ 

99 

+ 

10,97 

1904-05 

I + 

37 

+ 

3,31 

+ 

3,92 

— 

17 

+ 

7 43 

1905-06 

1 — 

1,16 

+ 

3,39 

+ 

11,39 

+ 

88 

+ 

14,50 

1906-0“ 

! - 

24 

+ 

6,00 

+ 

10,68 

+ 

1,56 

+ 

18,00 

1907-08 

i 4- 

1,82 

+ 

1,15 

+ 

7,35 

— 

6,70 

l + 

3,92 

1908-09 

1 

7,98 

i 

7,18 

+ 

3,39 


3 11 


14,88 


These figures suggest that the following estimates fauly 
lepresent the maximum absorption dunng the busy season that 
need be allowed foi, uz — 

Lakhs 


October to Decembei - 11,50 

January to March - 2,50 

(2) Gomaqe during the busy season — The poition of this 
absorption that it is reasonable to expect to be able to meet by 
new coinage during the busy season may be estimated as 
follows —It is understood that the Calcutta and Bombay mints 
together can com the following amounts of lupees per month 
(in addition to small silver and copper com), viz — 

With oveitime - - - Tj crores 

Without overtime - - ~ mores 

It would thus be possible, if a sufficient supply of bullion 
weie available, to com m each quartei of the busy season 
enough new rupees to piovide for absoiption to the full extent 
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shown abore But allow ance must be made for the piobability 
that new coinage m the busy season would not be taken m band 
until some lime aftei the season bad begun , and it is tlierefoie 
perhaps not safe to estimate at moio than 5 cioies tbe coinage 
that would take place, eien in a veiy bu«y yeai, during tbe 
Octobei to Decembei quaitei It may be assumed tliat m tbe 
quaiter from January to March it would be possible to com 
enough lupees to keep pace with the absoiption duung that 
quaitei 

Thus the depletion in tlie busr season Joi winch piovision should be 
made in adiance may be estimated lslollous — 

October to Decnnbei Januaiv to Maicb 


Ci oi es Ci oi es 

Absoiption- 111 21 

D( duct new coiuage - - 5 21 

Depletion 61 Nil 


Ou tins basis tbe additional amount to be held on 1st Octobei would be 
61 cioies and tbe total amount would be 171 + 61 = 21 cioies Past 
experience seems to show' that tins amount is likely to be sufhcient, foi 
difficulty is not known to hare ansen in meeting tbe public demand foi 
mpees except m 1900-01, 190-1-4 (see Lettei liom Government of India, 
Xo 121, dated JStli Apul 1904) and 1905-06 (see Lettei from Goxernment 
of India, No J 14, dated 20th April 1900), in winch yeais tbe silver bi an cb 
ol tbe Gold Standaid Reserve did not exist, and tbe only stock of lupees and 
sihei bullion outside tbe Treasuiy balances w r as that which was held m tbe 


Papei Lunency Resene, amounting at tbe 
season in tbe years mentioned to tbe following 

commencement 

sums — 

of the busy 

— 


1 

Sii\erCom 

Niher Bullion 

Totjl 



Lakhs of Rupee 0 

L ikhb of loins 

Lakh® 

iOtli Soptombei 1U00 

- 

r ) 13 

— 

1 5,33 

SOtli ,S< ptimbfi NO i 

- 

10 GO 

— 

10,09 

lOth Scptembei N0> 

- 

, 13,07 

1 

2N0 (nppioxi- 
m ifehj 

1 


Tlieie is no reason to believe that difficulties would have ansen if a stock 
of rupees, oi of lupees and silver bullion combined, calculated m tbe mannei 
now pioposed, bad been held at tbe beginning of the busy season m the 
yeai s mentioned 

4 II it is pioiisionallv assumed that (m tbe absence of any material 
mciense m tbe gross circulation of currency notes) adequate piovision will 
be made for satisfy ing tbe demand foi rupees m Tndia bv pieientmg tbe 
stock of rupees in the Paper Cui rency Resene and m tbe silvei branch of 
tbe Gold Standaid Resene fiom falling below 21 crores on the 1st of October 
of any y eai , oi 171 mores on tbe 31st ol Maicb, tbe next point to be 
consideied is the distubution of these totals as between the two reserves 
In bis Despatch of 2nd July, 1909 No 82 (Financial), tbe Secretary of State 
suggested that tbe bolding of rupees m tbe silver blanch of" tlie Gold 
Standard Reserve should be reduced from six to three croies , but tbe 
Government of India, m their Letter of 30th September 1909, No 236, state 
that they could not view tbe pioposed diminution “ without grave concern” 
It must be admitted that, when once an agreement has been reached as to 
tbe total to be held m tbe two Reserves, tbe retention of a comparatively 
laige poition m tbe silver branch of tbe Gold Standard Reserve wall be 
advantageous for tbe following leason —Rupees cannot be taken from the 
Paper Currency Reserve except against tbe payment of gold to it (m England 
or India), or against tbe cancellation of notes, all of w'bich courses may, at 
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certain times, piesent gieat difficulty On the other hand, rupees can be 
taken from the silver branch of the Gold Standaid Reserve, eithei by nay of 
tempoiai \ loan, or against an addition of cash 01 secimties to the portion 
of the Gold Standaid Reserve held m England For this leason circum- 
stances may arise in the future, and, indeed, thej have not been unknown m 
the past, m which it is veiy useful to have the option of drawing on the 
Gold Standaid Reserve lathei than on the Papei Currency Reseive foi the 
purpose of meeting a demand foi mpoes it therefore appeals to be wise to 
accept the pi efeience of the Government of India foi rontinuiuc to regard 
six crores as the noimal holding oi lupees to he i “tamed m the silver hianch 
of the Gold Standaid Reseive 

5 But, if this is to be done, it is mostdesnuLle to come to an understanding 
legal ding the methods of lepavmg anv loan that may be taken liom the 
silver bianoh ol the Gold Standaid Reseive , and ior this pm pose it will be 
well to leconsidei a decision that was reached in 1907 In 1906-07 a laige 
loan of the kind in cpiestiou was taken , it was not convenient to lepay it 
from the Tieasuiy balances of the Government of India oi by a liansfei ol 
lupees xi om the Papei Gun ency Reseive against the “ eai-maikmg” of gold 
in England , the idea of lepaymg it (tempoiai ip at least) by means of the 
addition of secimties to the English poition of the Gold Standard Reseive 
was mentioned in correspondence between the Secietaiv of State and the 
Government of India but was not adopted , it was decided instead lopuichase 
and coin silvei moidei that the repayment, might be effected in India , audvory 
laige puichases of silver weie made early in 1907 for this puipose One 
consequence wa's that the rupees and bullion held in India rose on 31st Mai ch 
1907 to a level fai beyond the requirements oi the Government of India It 
is easy to see m the light of subsequent events that the bettei couise would 
have been to allow the mpee poitionof the Gold Standard Reseive to leraam, 
loi a time at least, below 600 lakhs (so long as it was not piacticable to 
replenish it by tiansleis of lupees from the Papei Currency Department 
against the “ eai-maikmg ” of gold m England) and to add (tempoiaiilj if 
necessary) to the sterling portion of the Reseive, m the foim either of cash 
oi of securities, the money that was actually spent on buying silver ioi tlie 
rupee poition The purchases of silver in 1907 would thus have been 
smallei, and the Secretaiy of State would have been m a stiongei position for 
dealing with the exchange troubles of 1907 and 1908 The Government of 
India weie at one time (see their telegram of 20th December 1906) m fa, our 
of this coutse , but m the latter part of paiagiaph 2 of their Lettei of 2 1st 
February 1907, No 6G, they expressed snong objections to its adoption on 
any future occasion, and the Secretaiy of State yielded to then objections, 
though (as will be seen fiom paragraph 9 of his Despatch of 26th Apnl 1907, 
No 62, Financial), he did not regaid then arguments as convincing It may 
he hoped that they will now agree that on any occasion on which a loan is to 
he repaid to the silvei branch of the Gold Standaid Reserve at a tune wnen 
the combined stock of lupees in that Reserve and the Papei Cun ency 
Reseive is as high as is required accoiding to the calculations above (oi any 
othei calculations that may lie adopted m then stead) 

(1) The repayment ought not to be made by means of the pin chase and 

coinage of additional silver, and 

(2) That, if theie aie senous difficulties in the way of making the repay- 

ment iiom the Treasuiy balances of the Government of India or 
by a tiansfei of rupees fiom the Papei Cunencv Reserve against 
the “ eai-markmg ” of gold m England, there is no objection to 
having lecourse instead to a tempoiary addition to the cash oi 
secimties of the steilmg branch of the Gold Standard Reserve 
6 If the views set forth above are accepted by the Government of India 
the considerations by which the puichase of silvei foi coinage will be 
regulated, subject to such modifications as furthei expenence may suggest or 
a matenal change m the volume of the Cuiiency Note cn dilation mav lequne, 
may he summarised as follows — 

(1) Not less than 24 ciores of rupees will he held m India on the 1st of 
October in each year in the Paper Currency Reseive and in the 
silver branch of the Gold Standaid Reseive, six being held, if 
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possible, in the silvei hianch of tlie Gold Standaid Reserve, and 18 
m the Papei Cuirency Resei ve Silvei bullion m the Paper 
Cunency Reseive will be regarded as the equivalent oi rupees at 
the rate of one tola — 1 rupee 

(2) During the six months from Octobei to Match sdver will be bought 

and coined to the extent estimated to be sufficient to pi event. the 
stock of rupees m the two Reserves from falling below 171 crores 
on 31st Mai cli 

(3) During the six months fiom April to Septembei silvei will be bought 

and coined as fai as appeals necessaiy in oidei that the reserve of 
24 croies mentioned m (L) above may be attained by 1st October , 
but the purchase of silvei will proceed giadually so that it maj be 
discontinued if, duiing the six months, rupees return from cn di- 
lation to such an extent as to leudci it piobable that the lev el 
prescirbed foi the 1st October will be obtained without fuithei 
coinage 

(4) If it appears likely that the stock of rupees m the Papei Gunenc} 

Reserve w ill, owing to the return of rupees from circulation, exceed 
18 cioies on 1st Octobei or 111 cioies on 31st March, but that the 
stock m the silver bianch of the Gold Standard Resene will be 
less than 6 cioies, silvei will not be pui chased beyond wliat 
appears necessaiy in oidei to piovide the combined leseive of 
24 croies on the foimer date or 174 on the lattei , and anv 
deficiencj in the silvei branch of the Gold Standaid Reseive will 
be made good in due couise either (a) b\ a transfei of rupees fiom 
the Paper Cuirency Reserve ag oust eithei the cancellation of notes 
in the Tieasuiy balances or the “ ear-maiking ” of gold in England, 
oi ( b ) by an addition to the steilmg branch of the Gold Stand lid 
Reseive m England 

7 It will be noticed that all the calculations m this Memorandum are 
based on the figures relating to the silvei portion oi the Papei Cunency and 
Gold Standard Reseives, the stock of nipees in the dieasuries being left out 
ol account This pioceduie is in accordance with the practice of the 
Government of India, and is piobablv the most convenient If the Gov- 
ernment of India wish to take account of the Tieasmv nipees in any calcu- 
lations made foi the puipose of regulating the puicliases of silver, the 
figures above, and perhaps the geneial scheme of the calculations, must 
be modified 


Lettei fiom the Government ot Indiy to the Secretary of State, Eo 163, 

dated 6th July 191] 

My Lord Marquis, 

Me have the honour to foiwaid foi torn Loidsligp’s information 
extiacts fiom an addiess lecently presented to His Excellency the Viceroy b> 
the Kaiachi Chambei of Commerce and His Excellency’s replv to the 
Chamber 

2 The Chambei made three suggestions (1) that a substantial poition 
of the Gold Standard Reseive should be held m liquid gold, (2) that this 
gold should be kept m India, and (3) that the natuie, objects, and manage- 
ment oi the Gold Stanaaid Reserve should be defined by statute 

3 His Excellency the Viceioj undeitook to convey these suggestions to 
youi Lordship, and we now submit them for your consideiation The 
question of the constitution of the Gold Standard Reseive was recently 
the subject of coi i espondence between the Government of India and the 
fcecietary oi State, and the latest orders on the subject aie contained m Loid 
Moilej’s Despatch Eo 82, Financial, dated the 2nd July 1909 We have 
Lonsideied the subject again in connection with this addiess but, though our 
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views aie substantially m agieement with, those of the Chamber, we consider 
it inexpedient to ask at piesent foi any modification of the latest decision 
and we aie therefoie unable to support the Chamber’s proposals 5 

We have, <lc 

(Signed) Hardin ge of Pfnshukri 

O’M Cre\GH 
G Fleetwood Wilson 
J L Jenkins 
R W CaRLYLE 
S H Butllr 
Syed Ali Imam 
W H Clark 


Enclosure No 1 

Extract from an Address presented to His Excellency the Viceroy by 
the Karachi Chamber or Commerce 

On the subject of India’s Gold Standard Reserve, the Chamber are 
stiongly of opinion that the interests of this Dependency would best be 
served by the retention of a substantial portion of the Reserve, m gold, m 
India The Chamber think that this end could best be accomplished bv 
defining the nature, objects, and management of the Gold Standard Reseive 
b\ Statute We respectfullv beg, theiefoie, that Yom ExcellencO-, 
Government will give this most unpoitant question then earlv consideration 


Enclosure No 2 

Extract from His Excellency the Viceroy’s reply to the Address from 
the Karachi Chamber of Commerce 

You have referred to the question of the intention of a substantial 
poition of the Gold Standard Reseive m gold m India It is a complicated 
mattei of gioat importance, and I have to thank you for bringing the 
subject to my notice I find that it has been under the most anxious 
consideration, moie than once, between tlie Government of India and the 
Secietary of State, without whose concuirence it would be obviously im- 
possible to make any change m the existing arrangements , but I shall 
be glad to convey the opinion to which you hare just given expiession to 
Lord Morley 

« 


Letter from the Government of India to the Secretary of State, No 48, 

dated 29th Februaiy 1912 


My Lord Marquis, 

In Lord Morley ’s despatch No 25 , Financial, dated the ISth February 
1910, the views of the Secretary of State m Council were communicated 
upon ceitam questions connected with — 

(а) the procedure to be followed m building up the sterbng leserves of 

the Indian Government , 

(б) The amount of gold that may appropriately be held m the Paper 

Cuirency Reserve , and 

(< ) the distribution of this gold between the Cuirency chest m England 
and in India, 
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Has Loidsliip at the same time f or w aided to us, and invited an evpiession 
of oui views upon, a “ memoiandum on the amount to lie held m rupees in 
the Papei Cuiiency Reserve and the Gold Standaid Rcseive These 
questions weie, m the main, incidents oi the laiger issue of the adequacy 
of oui gold reseives, which had been discussed in an earlier letter ' fiom the 
Government of India As the subject is one on which all fresh experience 
is of \alue, and as Loid Motley’s despatch did not seem to call for an 
immediate leply, we defeired a fuithei statement of oui mews until we had 
time to stud-} the dnection and the effect of r eilam new' developments in our 
cuiiency system The situation has become cleniei and moie instructive 
since this intei change of views began m 1909 

2 It will make oui piesent position simplex if we anne at it by a 
bnef leuew of the discussion that lias taken place, molding leferencc to 
unessential issues as well as to mistakes which have been made and lectified 
When we wiote in Apnl 1909, the liaid fact which dominated the situation, 
apait horn all theoiv oi speculation, was the gra\e loss which our gold 
leseivehad suffeied m 190S The economic sequels of a famine m India 
--a f, inline by no means so -widespread oi proti acted as many of its 
piedecessors — coupled with a depiession m international tiade, had resulted 
m i educing oui reseives of gold and gold securities liom 241 millions to 
91 millions m little ovei a yeai Foi innately, the tide then turned, but 
the lessons which we had learnt weie that oui leseives wrnre perilously weak, 
and that the foim m which they arc held w r as open to considerable 
dangei Those views weie shaied by the inei can tile and banking comnumiH 
in India , and the momentous issue involved justified ns m piessing them 
with all earnestness on the Secietaiy of State 

j It was thus in no academic or contioi ei&ial spint that w e uiged on 
Loid Moilev the high impoitanco of aiming at a stionger iesei\e than we 
had pievioubly possessed, and the desnabilitv of keeping a laigei poifion of 
die lesene liquid, ummested and leach foi immediate use in suppoit of 
a weakening exchange Oui specific proposals weie (1) that the Gold 
Standaid Resene should be built up fiom acciumg interest and the piofits 
on mpee coinage, without am dnersion whatsoeiei to other purposes, until 
it leached a total of 25,000,000? and (2) that a substantial pint of the 
lesene should be kept in sovereigns, to be held undei as neaily as possible 
the same conditions as the Papei Cun ency gold which is “ caimarked ” in the 
Bauk of England We took the opportunity of inviting attention to the 
stiong feeling that exists in far oui of locating the lesene or a pait of it m 
this country Loid Moilev’s leply adopted a somewhat different new 
of the position and of the lessons to be diawu hom it, He consideied 

25.000. 000Z to be an exaggerated estimate of the “limit of safety” if 
applied to the Gold Standaid Resene alone, and he alluded to the disad- 
vantages of locking up funds which might be profitably employed foi the 
mdustiial development of India He refused to see am danger m the 
cautious imestment oi the leseiwe, and he rejected seaeial oi oui snbsidiaij 
aiguments foi keeping anv large poition of the lesene in specie His 
decision was (1) that oui accumulation ot gold need not exceed 25,000,000? 
is an aggiegate total toi the sterling assets of the Gold Standaid Resen c 
combined with the gold in the Papei Currency Reseive , and (2) that only 

1.000. 000? of the Gold Standaid Reseive need be kept uninvested, though 
men this amount would be mailable for short loam in the London maiket 

1 In a subsequent letteit Loicl Mmto s Got eminent accepted these 
oi dei s with legiet and suggested means ior woikmg them m such a manner 
as to stiengthen the supph of gold m oui Papei Cuuency Depaitment in 
India The discussion then blanched off into the advantages of Holding gold 
m India for internal use, and pioposals w-ere made that the sale oi Council 
Bills should be so i egulated as to promote a freer flow of sovereigns into 
this countn In the letter now r under leply, Lord Morley rejoined be 

Despatch fiom (lie Gownimuit of India No 89, dated the 1 m April 1909, pngo 168 

t Despatch from the hoi eminent of India No 286 dated the 30th September 1909 

jM»t 182 
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discriminating between the uses of Gox eminent holdings of gold in Lnghnd 
and in India His conclusion was that we nun with adx. intake hold i 
substantial— hut appaienfb a strict K limited— supplx agunst the Paper 
Currency m this countix He lelnsed, howe\< i, to inampuhte the -do, of 
Council Bills foi this pui pose, and laid down certain general principles 
to be obseived in selling and meeting Council Bills m a ytai oi actne trad< 
remittances 

5 Before we examine the i.iuous points which unuge fiom tins ie\iew 
of the correspondence and which we lia\e stated with all possible hieutx u 
will he convenient to touch upon the Memorandum winch atcompumd xom 
piedecessor’s despatch ol the 18th Fcbmaiy 1910 The Memorandum 
embodies a calculation of the amount oi mpeeswlmh sal< t\ demands th it 
we should hold m the Papei Cuiiencx Rcsei \ c and in tliesilvei blanch of the 
Gold Standard Reseixe combined, at diffeient seasons of the xeai \\ e m ix 
note at the outset one slight correction winch the Memorandum lequnes 
In paiagiaph 7 it is stated that the calculations tlnougliout ignore the 
stock ol lupees in otu tieasunes, wheieas we lind that the table of ‘net 
ahsoiption ” near the top of the louitli page takes the tic lsuiy iiguies mto 
account We should also wish to see the Memorandum amended on a point 
of histoix Paiagiaph 5 suggests that oui objections m 1906-07 to the 
depletion of the siher hianch of the Gold Standaul Resene led to unnetcs- 
saiy pm chases ol sil\er We must altogethei demm to this state ment of 
the case The facts aie that in the busy season of 1906-07 theic was an 
exceptionally heaxy lush Iol lemittances, the Bank ol Bengal late stood 
foi seveial months at 9 pei cent , and we wcie quite unable to meet the 
Secietaiy of State’s diawings fiom our Treasun balances At the same 
tune we had a sufficiency ol lupees and bullion nr the Papei Cuiiuu\ 
Department , and we begged the Secretaix of State to help us b\ ‘ eai- 
marking ” pail of the gold that he obtained fiom the sale of Ins hills so as 
to lotus leleise cunency sihei In place of leceixmg such assistance we 
weie compelled, mom opinion madvisedh , to bonow tlie-whole of the sihei 
in the Gold Standaul Reserve m Roeembei 1 906 , and w hat w e did w as to uige 
our stiong objections to tins couise, and to pi ess that the loan should lu 
treated as a puiely temporary one, we most ceitamly did not wish tin 
Secietaiy oE State! to send us sihei winch we could not use The Seuet ny 
of State, liowovei, finally lefuscd to eaimaik the necessaiy quantity of gold 
for the leason, among otlieis, that he was obtaining 1\ pei cent mteiesf 
on Ins balances! , and to enable us to repay oui foiced loan from the Gold 
Standard Reseive lie bought 1,000,0001 woillr of silvei m Maiclr 1907 
Our silver requirements foi the year h.rd been catelullv calculated by us 
hefoiethat, and what we had asked§ the Secietaiy oi State to do was to 
buy 650,000? woitli monthly* from the 15tli of Maich, so as to let us pull 
up whenever we saw any daugei of our supply becoming exhausted The 
lexeisal of this arrangement and the unwillingness of the Seciet iry of State 
to lock up gold which was bringing in high mfeiest, — these aie the causes 
chat led to the heavy accumulation of silvei m 1907, and we are unable to 
assent to any otllei description of the position 

6 Apart fiom these collections we aie in geneial accoid until the conclu- 
sions of the Memorandum They present comenient formula; for discussing 
the tlieoiy of the pui chase of sihei But, as the wnlei admits, a pi actual 
decision at any given point of time must xaiy with the cn oumstunces of the 
moment , and it is our legulai pioceduic to take a piacheal decision on this 
nnpoitaut question once a quaitei W c leview the stocks of sihei and gold 
in our reserves , we examine the absorption ol lupees at the corresponding 
penods oi pi ex ions yeais , w e estimate, on the basis of pi ices and outturn, the 
lequnements of the paitieulai ciops— jute, lice, cotton oi wheat — which no 
on the ex r e of coming into the maiket , and we eudeaxom, xxitli the adxico of 
local expei t knowledge, to forecast m tins xxay the piohahle demands foi 


* Yicerot s telegrun, tinted the Ibtli l'dini iri 1 ( )07 pt"t 1 *31 
t Goxcrnment of liuti i’- De=p itch No O0, tl Uni the Jl-t I ttiru ir\ 190. l»agi 1 *1 
+ Seciet trt of State’s tdegnun tinted (lie 1-ttli 1 ebrunn 1907 pi<rt 171 
^ Ytccrox’s tchgriui tl tied the 17lh Jnnuarx 1907 (not printed) 
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Fiom Januar \ , howevei, as cm levenue begins to come m and the position 
grows clcaici, 0111 caution could be relaxed We should be Justified m 
di awing £ieel\ on (he Gold Standaid Reseivc silvei, so Jtai as it might be 
uecessai v and ellective to keep the Cuirency Reseive of sihei up to Ibctoies 
as a minimum, and pi muled always that oui total stock of mpees m the two 
resenes did not fall below 17 h cioies on the 31st of March All the mpees 
thus diawn fiom the Gold Standaid Reserve would he tiansfeued to the 
Cunenc} Reserve in exchange foi gold wdncli we should remove fiom the 
Onuency Reserve in India and deposit m the Gold Standaid Reseive in 
India When the busy season closod, w e should reveise the piocess , transfei 
gold fiom the Gold Standaid Reseive in India to the Papei Cunencv Depart- 
ment , take rupees from the lattei m exchange , and w r ith them build up 
the Silver branch of the Gold Standard Resene 1o its accepted hgme of 
6 cioies In this way we should ensure the collect use of the silver bianch 
and its lestoiation each yeai to its propci strength Tlieie would be the 
minimum of interfeience with the gold maiket in London We should avoid, 
on the one hand, the artifice oi boi rowing from the Gold Standard Reserve 
loi Treason purposes in India and paying mtei est on the loan , and on the 
otliei hand, (he anomalous position m winch the silvei branch has been 
pi, iced dining the last two yeais Wetiust that >om Loidslnp will allow' 
tins proceduie to be recognised as oui regnlai line ol action m the future 

9 We letum from this digiession to the question of the stieugth oi our 
gold resei ves, — a question of pai amount impoitance to the success of our 
currenc\ policy, to the stibilit\ of our steiling exchange, and thus to the 
steady piogiess of the trade aud mdustnes of this couutn In all these 
mtei ests wo aie most anxious to eliminate diffeiences of opinion between 
Your Loidohip and ourselves on minoi oi unessential issues, and to find 
mu selves in a position to delend noth conviction the whole lange ol oui 
cuirency policy against the attacks and cnticisms wdncli we liequentlv haw 
to answei in our Legislate e Council and elsewheie To this end we accept 
Lord Moilej’s estimate of the compaiativc utility of out holdings of gold in 
England and m India respectnel) We should have been glad to meet the 
widely expiessed sentiment m favour of having at least a pait of oui Gold 
Standard Resene in India , but, we lecognise that, ioi the purpose of 
suppoitmg exchange, the issue of oui gold is equalh, and certainly rnoie 
quickly, elfecfne in London than it would he in this countiv We should 
also be glad to keep an ample suppl\ of gold in our Indian Curienm chests, 
in the hope of stimulating the genuine ciiculation of smeieigns With this 
desuewe understand that Yom Lordship is in s^mpatlij, and we gather 
that ■vou will not mteiieie with the impoit ol sovereigns into India 
on private account, so loug as the interests of India m the London maiket 
are not thereby prejudiced, and so long as funds aie assured lor your Home 
payments Fuither, we entneh accept the principle* enunciated m paia- 
giaph 5 of the despatch of the 18th Februai\ 1910 foi the regulation of the 
sale and payment of youi diafts upon us 9 'here thus remain only the two 
main issues with which this discussion began, namelj, the standard figure 
foi the sterling assets of the Gold Standaid Reseive and the foim m which 
those assets aie Held On the lattei point we adhoie to the wew that a 
laige holding oi liquid gold, strictly reset ved foi use rn emeigencies, would 
do moie to strengthen exchange than an equivalent holding of securities 
which it will not he easj to lealise rn a cnsis We piessed this view on 
Lord Morley m April 1909, and failed to convince him But Jlis Loidslnp 
undertook, on behalf, of the Secietaiy of State aud his adviseis, the full 
responsibility for realising the Gold Standaid Reserve secunties to whatever 
extent may be necessaij to support exchange, e^n m times of piolonged 
depiession m Indian tiade and of adverse conditions elscwlieie We feel 
that we cannot ask for more than this We should have preferred to see 
the reserve moie independent of the money maiket, and consequently a more 
prompt and pow'eiful agency m international trade, but Loid Moiley nas 
gaai anteed that it wall be available wdienever required, and with this 
practical asui ance we must he content 

10 On the other mam issue w r e earnestly ask you to reconsidei the 
existing oiders When we advised that the strength of the Gold Standard 
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Reserve m sterling should be giadually laised to 25,000,000? , vve had in 
view a figuie which w ould be geneially accepted as conclusive pi oof of the 
determination and ability of the Government of India to maintain a stable 
exchange Loid INloi ley’s deci°ion that 25,000,000? should be oui slandaid 
joi the gold in the Gold Standard Ttcsai be and the Papei Oui i nicy Depai tment 
combined, lalls lai shoit of what we believe to be desnable, and it_ has been 
legaided by the public with suspicion and dissatislaction W e do not 
contest the view , elaboiated m voui pi edecessoi ’s despatch ol the 2nd .Tulv 
1900, thrt the gold m the Paper Cuiiency Depai tment fonns a pait oi oui 
steilmg lesouices, and is equally effective with any otliei gold, so long as 
it lasts, ( m support of exchange But this pai ticulai holding of gold fluctuates 
foi leasons ovei which we have little conti ol It is liable to flow out for the 
demands of ouhnarv cn dilation , it is liable to disappeai into hoaids , and 
it is bable to be lapidlj spent in the pui chase of silvei Theie is no 
calculation oi stability about it , and it fails to nnpait the confidence m our 
position which is seemed by adequate stiength in the separate leserve that 
has been established solelv foi maintaining oui Gold Standard and is 
incapable ol being used foi am otliei puipose Our cuiiency gold has 
been most useful m the past, and will alvvajs be available as a subsidiaiv 
lined defence against a falling exchange , but our ultimate leserve should 
be independent of it and its fluctuations What the public want, and what 
in oui opinion they have eveiy leason to ask for, is a figure up to which 
the Gold Standard Reseive will be laised befoie the piofits on coinage aie 
diverted elsewlieie We believe that it is a mistake to complicate the issue 
by any appeal to oui otliei lesources To declaie a definite figuie foi the 
Gold Standaid Resene alone will cleai the an and inspne confidence 
What that figuie ought to be, is a mattei of opinion, but aftei the 
expeneneps ol 1907-08 we believe that 25,000,000? is advisable, as well as 
modeiatc and piacticablc The leseive now holds ovei 17,500,000? , and 
it fi notifies at the late of 300,000z a yeai even if it gams only the slow 
accretion of its own intei est Should flesh coinage become necessaiv, the 
piofits tliei eon would piobably bring the leseiwe easilv and lapidly to the 
figuie which we advise Xoi can we slime Lord Moiley’s apprehension that 
the building up of tbe leseive to 25,000,000? will cithci diveit funds fioin 
the mdustnal dev elopment of India oi have an unfavouiable effect on the 
Indian tiade balance The piofits on coinage and the mtei est acciumg on 
sums alreadv invested will be used m voui hands eitliei m loans to the 
1 ondou maiket oi m the puichase of securities from that maiket In eitliei 
case the total amount ol gold on the maiket is in novvaj diminished, oui 
paiticulai gold cannot be descubed as locked up, md vve do not undeistand 
how either the capital leqmiements of oui mdustnes oi the cuncnt 
lequnements of oui tiade can be prejudiced Even, howevei, if this 
aigument contains more tiuth than vve conceive, vve would uige that the 
accumulation of an effective balance m suppoit. of oui gold standaid is 
woithy of some tempoiary sacnfices We believe, as we have said, that 
oui pioposal is modeiate vve cannot see that it would cause any incon- 
venience to India , and vve aie convinced that its acceptance would meet 
with univeisal appioval The existing oiders m our opinion do not piovide 
foi leasonable safetv and it is oui clear dutv to uige on Youi Loidship the 
high importance of revising them, and allowing us to declaie that the Gold 
Standaid Reseive will be laised to 25,000,000? befoie the income which 
now accrues to it is diveited to othei puipo^es 

We hav e, tic 

(Signed) Hardjkgf of Plxmiurst 
O’Moore Crevgii 
G Fleetwood Wilsox 
R W Carlyle 
S H Butlfr 
S A Imam 
W H Clark 
R H Craddock 
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Despatch from tlie Sigritvrv or State to the Government of I\m\ 

No 7b, dated 28tli Juno 10.12 

Mi Lord, 

I lime consideied m Council your Letter No 4S, dated 20th February 
1012, discussing various questions relating to cimency I recognise with 
pleasure that, as aou state, jou li.nc shown a strong desnc to eliminate 
differences of opinion between the Goa eminent of India and the Secretary of 
State in Council on mmoi and unessential issues, so that the Government of 
India ma> bo m a position to defend with oomiction the whole lange of 
cm ron c} pohej against attack m the Legislature Council and elsewhere It, 
is m a similar spirit that I haAe considered the questions raised by you 

2 I am in general agreement with what is said in paragiaph 6 of your 
Letter legnrdmg the manner m which the purchase of sil\*er foi coinage 
should be regulated 

8 I recognise the ul\ milage of the working rule, proposed in paiagraph 
8, regarding the siher blanch of the Gold Standard Resenc In this 
connection, howcAOi, tlieie are two points to be noted — 

(a) r Jhe proposal in aoiu telcgi un of did Mai 1912 to add to the siher 
blanch of the Gold Standard Rescue only the piotit on anj siher 
coinage that ilia's be nuclei taken tins a ear na ill in all piobabilitj 
pu'Aont the st uulard figuie of six cioies horn being attained 
btfoie October next If you de^ne to icconsidci that pioposal 
aou will douljth=b communicate with me 

(h) *1 lie proposed procedure of tiausfemng mpees from the Gold 
Stand ml Hr spue to the Papn Currencs Rescue against a transfer 
of gold in the other direction is, m m> opinion, one horn a\ hicli 
occasional dopaituii s m.n he necessars, since if rigidly applied it 
AAould deprne you of the menu of utilising the fonner rescue 
for another purpose for wlueh it maA sometimes in exceptional 
circumstances be coiiAement to u-e it, ai/, that of lcinfoiting 
\ our Trc tMin bilmccs Occasions min uise aa lien those balances 
an' insulin lent to enable aou to meet tin* Seuetarv of State’s 
drawings and when then cannot be immediate h supplemented by 
the oai-insihing of gold in I^omlon without injure to Indian 
inteicstsin other dilutions In such c luumstances it nun be 
meec-snrj to withdiaw rupees direct fiom the sihei brancli of (lie 
Gold Standard Rescue, eitliei igunst a temporaiy mciease of 
the sterling brancli oi bx A\a\ ol loan 1 fully recognise the 
objections Pi the laltei altematne Ihe (loAcinment of India 
stall d objections to the foimct in paiagiaph 2 of their Lcttci 
No bb, dated 21st Fehmau 1907, and hotel Motley acquiesced 
(<srr paragiaph 9 of his Despatch No 02, Finanei il, of 2bfh Apnl 
1907) As the in liter lb one of irupor lance, and is 1 am doubtful 
whcthei the decision reached m the coi l espondenco pist quoted 
should be legrrdcd as fin il, r 1 shall be glad to learn your 
pirsent aicws on the subject 

1 In p uagrapli 9 of yom lettc l jou mention arguments in f.nour of 
holding m gold a poition of the steilmg branch of the Gold Standard 
Rescue Jhu mg regird to the limited supply of suitable securities with a 
fned and near date of inpayment and to the undesirability of adding to tbe 
amount nnested on account of the Rescue m Consols and otliei permanent 
securities, l 1 i<iac aimed at the conclusion that a poition of the Rescivc may 
now he held m gold I hare theicfoic decided to set aside, fiom time to 
time, but .it least once OACiysu months, and to hold at tiro Bank of England, 
an amount cqimalent to the rntcuest on investments and profits on coinage 
hereafter reeciAcd, except profits retained in India foi building up the silver 
branch of the Reserve, until the amount so held leaches 5,000,0001 


*S rr pnnjrrnpli 5 of Mimotumliim foi wiiriipil with Lorii Jforlcj n Dopfttc.li JAo 25 
(]■ imuiual), (in lut ] 8t Jj I i Itrimn 1910, p ij-c l‘H 
<, 1‘HllS 
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5 In paragraph 10 of yom Lettu y ou earnestly ask that a figure he fixed 
up to which thesteilmg hianch of the Gold Standard Reserve shall he laised 
before any part of the pi ofits of coinage is uspd foi capital expenditure on 
railways, and you suggest that 25,000,0001 is a suitable figuie The 
adoption of such a limit, to he apphed irrespectively of the amount of the 
gold m the Papei Ouuency Reset ve, involves the possthihl) that the total 
resources held available foi the suppoit of exchange may he considerably m 
excess of any lequnements that will ever arise, and any such excess is 
wasteful, as lepiesentmg money needlessly uitlidiawn from employment on 
the avoidance of debt oi expenditure on pioductne purposes It is cleai 
that this consideration influenced my predecessor m giving the decision 
conveyed in Ins Despatch Ko 82, dated 2nd July 1909 , and it is one of 
great weight On the other hand, I lecognise the importance of a policy of 
caution m cuirency niatteis, and I desire to puisue a couise winch may 
be expected not only to strengthen general confidence but also to secure 
unanimity among the authonties lcsponsible foi the cunency system as a 
whole I have theieloie decided that futuie pi ofits on coinage shall be 
added to the Gold Standaul Reseive until the sterling hianch reaches 
25,000,000? 

6 The fixing of the limit just mentioned adds to the importance of 
calculating the amount of the steiling hianch of the Reserve m a mannei to 
which no reasonable objection can be taken At present securities aie 
valued at cost pi me m the monthly and olliei leturns, and it will be seen 
from the enclosed statement that this had the result of showing on 1 3th 
April 1912 a total exceeding by 717,802? the selling value ol the securities 
according to market quotations I piopose, theiefore, subject to any 
observations that you may have to olfei, to insert maiket value as ascertained 
half-yeaily, viz , on 1st Apul and 1st Octobei, instead of cost pi ice, in the 
monthly published statements of the Reseive I shall be glad to learn 
whether you have any objection to this change and from what date you 
think that it can be most conveniently introduced You should also state 
what information, if any, you wall lequne from this country in ordei to 
enable you to mtioduce the change in the vaiiuas statements regarding the 
Gold Standard Reserve which y r ou publish m India 


I have, Ac 
(Signed) Culwl 
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Letter £iom the Govfunmlnt or India to the Sicretary of State, 

No 338, dated 29th Novembei 1912 

My Lord Marquis, 

We have the lionoin to ldei to >oui Loidship’s despatch No 70 
(Financial), dated the 28tli June 1912, communicating the decision of vour 
Loidslnp in Council on ceilam questions connected with oui Ciuiency 
policy and the Gold Standard Resei vc 

2 We welcome the decisions to allotv the sleiling assets of the Gold 
Standard Reserve to accumulate to a figtne ol 25,000,0001 befoie the piofits 
fiom coinage are diveited to outlay on iail\vay constiuction and to hold a 
poition of the assets, fixed by youi Loidslnp at, a maximum of 5,000,0007 , 
as an “ eaimaiked ” deposit m the Bank of England 

3 In paiagiaph 3 of the despatch ^our Loidslnp has hi ought to oui 
notice two points m connection uitli the silvei blanch of the Reseive The 
hist of these lefcis to the pioposal made m our telegiam of the I3th May 
last m connection with silvei purchases in the curient yeai, that the silvei 
bianch should be built up from piofits on coinage The profits now 
acciuing aie being paid in mpees into the silver poition of the Reseive, 
and it is piobable that it mil be restoied to the standaid figuie of six 
cioies before the close of the curient financial jeai We should have been 
glad to see the sihei holding m the Gold Standard Reseive lestoied to 
the standaid figure some tunc earliei , but this has not been possible since 
the commencement of the last busj season, as the slock of mpees in the 
Cuuency Reserve did not peinut of the tianslei, and it was obviously 
undesirable to pui chase silver for this purpose onh We have considered 
in this connection vvhethei any poition of the piofits now accruing should 
be i emitted to England foi deposit in liquid gold with the Bank of 
England befoie the silvei bianch is hi ought up to six croies of mpees 
In view of the coinpaiatively strong position ol oui Gold leseives at the 
piesent time, and the nnpoitance we attach to lestoimg the silvei bianch 
to its noimai stiength, wc aio of opinion that this couise is not necessaiy 
and that the piofits should be applied fust to the building up of the silvei 
branch 

4 The otliei point lias ref eience to the pioposals made m paiagiaph 8 
of oui despatch of 29th Febiuaij 1912 m legaid to the noimai piocedme 
foi utilising the silvei bianch of the Reseive You point out that m 
exceptional cncumstances, that is, when a lemfoi cement of tieasuij balances 
m India is necessaiy and cannot be effected against the carmaikmg of gold 
m London, it may be convenient to vvithdiaw rupees from the silvei bianch 
of the Gold Standaid Reseive, not, as we proposed, against a tiansfei to 
the Reseive of gold m India, but eithei against a tempoiarj mcicase of 
the stei ling bianch oi bj way of loan, and as the inattei is nnpoitant v on 
desne with lefeience to pievious conespondence to be informed of oui 
present views on the subject 

5 To enable us to answer voui Loidship’s inquiiy on this point it is 
desnable to considei the use of the mpees m the Gold Standaid Reseive 
fiom two standpoints, though these aie elosel) mtei-connected, as a question, 
that is to say, m the fiist place of cunency, and secondly as a question of 
funds In paiagiaph 8 of oui despatch of the 29th Febmaiy last we w-eie 
considei mg the fust aspect of the case, and we stated accoidmgly, having 
legaid to the cncumstances which led to the constitution of the silver 
biauch of the Reseive, that m oui view the piopei function of tne Reseive 
is to act as a leseivon foi cmrency puiposes, and that it should be used lo 
suppoit, the Cunency, which is the main, Reseive bv exchanges between 
the two i eserves of mpees and soveieigns accoubng to the seasonal vanations 
of demauc for ciuiency in difteient foi ms 

0 Foi me puipose of the discussion just mentioned we assumed m fact 
a state of equilibnuin, with legaid both to the aggiegate of each kind of 
balance, vvhethei tieasuiy, Cunency, oi Gold Standaid Reseive, and to the 
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distribution of these balances between England and India We have now 
to consider a disturbance of this equilibrium, and this amounts to a move- 
ment of funds The hist case of this kind mentioned bj youi Loidshrp i& 
that in which an actual loan is taken fiom the Gold Standaid Reserve m 
aid of tieasiuy balances, this, no agiec, must bo a veil exceptional case, 
and could ho justihcd onb when them is an insufficiency m the agmemite 
t leasing balances held in India and in England 'Ihe oidmaiv case°is °hat 
of transfer of Gor eminent funds fiom India to London, and geneiallj of 
course this is elleclod thiough tieasun The question is what couise 
should lie adopted if the tieasun bal nice in India is exhausted and the 
drawing of fuithei Council bills is nctessan Tins question, yve may 
obsene, though we haye desenbed it as one ol fumls, is connected also 
with emiency, for the bulk of om payments m India lias to he made in 
rupees Foi this lea^on we hold that to June immediate lecouise to the 
Gold Standaid Rosen o would be inconsistent with the polirj of ti eating 
the btock of mpees it contains as a teal icsene, and m the ease stated we 
think that the requisite drawings should he made thiougli cimency Ii is 
onl\ in the last lesoit that the Gold Standaid Resell e should be utilised 
foi tins pm pose, but we mognisc that in certain conditions ol the home 
mai kit the eai m liking of gold imolved in diawmg thiougli cunenc> might 
lie midesiiahle and pi ejmlicial to Indian intei ests , and if such an exceptional 
enieigeiui weie toausewc <3o not. so fai as we can judge at piesent see 
much objection to a tempoian imestment m England on behalf of the 
Gold Standaid Resene in easily ic disable secunties against a withdiawal of 
rupee- in Indi i in aid of tieasun bdancis 

7 It will lii'olwnul that m the couise of t hr* ptisent couespondence 
the conception of what is now known as the sihei blanch of the Gold 
Standaid Rim no has been considerably modified hi the fust place, under 
the piopo-als made m our despatch of the _ >r )lh Felmian, it nia\ now, 
ac cm ding to the season of the yen, consist indifTeiently of golden sihei, 
md m mcw of this chwelopincnt it might now moie appiopuateh be 
designated the Indian blanch of the Gold Standaid Rcsone Secondly its 
l elat ion to the Guiiency Rcsene h.ts been death set out, and as the 
mannei m winch it will b» nsrd to supplement and suppoit the (’uneiuy 
Rtstne v ill m futme make it moie ol i leal icsene, we think it \civ 
important that it should lie in untamed at wlnt has been accepted as the 
normal amount of si\ emits This point has aheach been mentioned in 
om e niter despnh h but its mipoilince is enhanced In om piesent recom- 
mendations regal ding the possible use ol tlu Gold Stanoaid Resene in 
reinforcing our treasun halaiues Should (lie Indian hianeli at am time 
he depleted when the treasun bal.itu e in this countn was low then, 
whatever might be tlu state of the muket at home, llieie would be no 
option if bather Gournii Bills weie lcquiitd, but to diaw tliiough thmency 
i he iigument based on eousideiations of cmicnej theiefoie m fmour of 
liiaintammg the Indian blanch ot the Gold Standaid Rescne at lull stiength 
is lemforced bj the ch suability of keeping in icscive an alternative method 
of dh ( ting .i liansfci of funds 

S We cordially agiee with the suggestion in the concluding pningiaph 
of y om despatch that the penodical pnhlu ations ol the balance of the 
Gold Standaid Resene should show the eiiuont maikct puce of nm-stments 
in seeuiities instead of the oiigmai pm chase puce This procedme will 
be followed m the monthly publications in India, commencing yutli that 
for tl e ‘list Deccmbei next, and m the quaiteily publications cominencmg 
with that for the quartci ending on the same dale The only statements 
icgarding the position of the Gold Standaid Rcsone xy Inch we publish 
annually ai e those contained m the Finance and Revenue Accounts— vide 
Accounts \o SS and S8A foi 1910-11 and m the Oomptiollei-Geneial s 
annual repoit on the operations of the Guiiene^ Department The lattei 
will show maikct puce in futme \s legaids the foiniei, the substitution 
of maikct pneo for pm chase pncc yvould lesult. in showing as an actual 
debit y\hat is only a difieienco in y abut ion and we do not think such a 
piocedme is eithei contemplated oi necessary We will accoidmgly make 
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no change m the method of preparing these statements, hut the market 
price will he stated m ,i footnote to At count No 88 A 

9 We agree also th.it the publications icferred to in the preceding 
paragraph should shots the market value as asceit lined half-} earl} nh 
1st April and J st October The result of this piotedure will be that 
pui chase puce instead of market value will he shown in the case of 
investments made since the last hnlf-ve.ulv valuation, and if vom Lordship 
sees no objection, it wiLl be convenient to ^plit up item A m the month!} 
publication as follows — 

‘ ‘1 Butisli and Colonial Securities, Ac, 
hold on 

(market price on ) 

4 British and Colonial Securities since purchased 
(cost pi ice) ” 

10 In ordei to give effect to these proposals, it will he suOii lent if the 
iiguie foi “market price” is substituted for "cost price ” m vour monthly 
telegiaui to the (Jomptioller-Genci.il which will ho M‘nt in the beginning of 
Januarv ne\t, the im reasc or decieiso as (ompared with the prim thug 
report being also given as a cluck figiue 9 lie icmiIi of the half-voirlv 
valuations maj also he reported eithei sepiratel} or thiougli the inonthlv 
returns legarding the transactions of the Gold Standard Resei ve furnished 
to the Comptioller-Gener.il 

c hav e, Ac 

(Signed) O’Moon Curvoti 

Gtn Frri twood Wilson 
W II Clank 
R II CitAimocK 


Despatch from the SrcRrTAR} of Siati to the Govjrnmint or India, 
No 13 F, dated 2 1th Januarv 1911 


Mi Lord, 

T iiavl considered in Council vour lettei m (lie Finance Dcpirtment, 
No 338, dated the 29th November 1912, icg.uchng ceit.un subsidiarv 
questions connected with the Cmrencv and Gold Stmdaid Reserve 

2 We aie in agreement in holding that when, in order to meet the 
pressing lequiremeuts of trade, 1 am compelled to sell Bills and Telegraphic 
Transfois hejond the extent to which vou aie able to meet them from vour 
Tieasui} balances, the oi dinarv and most desirable com se to he followed is 
that you should withdiaw funds fiom your (Juncncv Rescue to inert nn 
drawings, an equivalent sum being trausierred h} me m gold to the Papei 
Cun enoy Reserve held at the Bank of England But we are also agreed 
that circumstances maj arise m winch tins cannot he done, at am rate on 
a large scale, without injuiA to Indian interests, and that m such cases it 
may he neccssarj foi you to supplement your resources foi meeting m\ 
Bills b} di awing upon the poition of the Gold Standaid Reserve held in 
India, and I note with gratification that you now accept the view expressed 
m paragiaph 2 of Loid Moilev’s Despatch of JGlli Novemhei 1906, No 1 35, 
m paiagiaph 9 oi Ins Despatch of 26th Apnl 1907, No 02, and m para- 
graph 5 of the menioiandum foivvauled with Ins Despatcli of JSth Febiuaiv 
1910, No 25, tint m such au event the preferable course wheicveV 
practicable, is that the sum remitted to England Lom the Gold Standard 
Reserve should he lonipoiarilj added to the portion of the Resei ve held 
in England rathei than treated as a loan from the Reserve to the Treasury 
balances 

3 In paragraph 7 of your letter you observe that undei the arrange- 
ments proposed m your previous letter of 29th February 1912, and approved 
m my Despatcli of 2Sth June, the silvei held m the Gold Standard Reserve 
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m India may be partly replaced by gold during a portion of the year, and 
that thus the designation “ Silver Braneli of the Gold Standard Reseive ’’’ will 
become inappropriate, and you piopose to re-name the poition of the Reserve 
held in India the “ Indian Branch of the Gold Standard Reseive ” I approve 
this i ecommendation 

4 I also accept the suggestions made in paiagraphs 8-10 of your letter 
in regard to the future publication of statements showing the composition of 
the Gold Standard Reseive Valuations of the Reseive will henceforth he 
made on the 31st March and 30th September, and their results will be 
communicated to youi Comptroller-General with the detailed accounts sent 
to him early m April and October 

5 As the Indian branch of the Reseive ma\ in the future sometimes 
contain a considerable amount of gold, it may be -well to place on lecoul 
that the intention of paiagiaph 5 of my Despatch of 28tli June 1912, 
No 76, was that the minimum of 25,000,000/ there mentioned was to 
be exclusive of anj^ gold held in the Reserve m India To avoid mis- 
undei standing on this point it mil be convenient to designate the poition 
of the Reserve held m this countiy as the “ London branch ” of the 
Resen e 

I have, &c 
(Signed) Crewe 


Despatch from the SncitEiun. oi State to the Government or Indu, 
No 76, dated 23rd May 1913 

Mr I ord, 

I Fonwvi d heiemth i Memoiaudum and Statement giung fullei 
information legaicling the inattei discussed in the lattei pait of paia- 
graph o of jour Lettei No IS, dated 29th Febiuaiy 1912 

I have, &C , 
(Signed) Crewe 


Enclosuie No 1 
Pm chases of Silvei m 1907 

In the senes of Despatches noted in the maigm many inipoitant 
questions relating to the Gold Staudaid Reseive vveie, foi the time being, 
settled between the Secietaiy of State and the Government oi India Theio 
is one question on which the discussion was left incomplete, vi/ , the 
causes of the huge accumulations oJ silvei m the Reserves of the 
Government of India m 1907 

The course of events is discussed, but not quite Xully stated, in the 
passages mentioned m the maigm j" It may be bnefly summaiised as 
Jollows In the w intei of 1906-07 sales oi Council Bills and Telegiapliic 
Transfcis wcie made m excess of the amount that the Government of India 
could meet fioin Ticasmy balances The Government oi India desired that 
the excess should be piovided foi In “ eaimaiking” gold m London, % c , by 
the addition oi gold to the poition oi the Papei Cunencj r Reserve held in 
London so as to enable a conespondiug miount to he taken m mpees fiom 
the Papei Cui lencv Reseive in India The Secietaij of State (mainly ior 


* SteieliU} of Stile to Government of Jndn, dated ISth Febiuut} 1910, page 18) 
Government of India to Scuct u > of State, dated 29tli Febi uui v 1912, page 195 
Sect tt lij of State to Govoimnent of Indi i, dated 28lh tune 1912, page 201 
Government of India to Seoetan of Stite', dited 29th Novembei 1912, page 201 
Sei t( tni} of St ite to Government of India, d ited 24tli Jununi} 1913, page 20b 
t Pat lgiapli 5 of Memorandum foi wanted with Sceietaiv of State’s Despatch of 
18th 1'V In imij 1910 pigel93 

Puiagiapli ~> of Despatch fiom Government of India, dated 29tli Febntii} 191w, page 19/ 
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JOS 

the reasons given m paragraph 3 of his Despatch of 26th April 1907, 
No 62, Financial) did not full) meet the wishes ol the Government of India 
in this mattei, though he mcieased the “eaunaiked” gold m England 
fiom 4 25O,000Z to 8,100,0001 between Xovembei 1906 and Apnl 1907 
The excess Council Bills and f l elegiapluc Tiansleis, so f< n as not met m this 
way, were met by taking loans fiom the Indian blanch of the Gold Standard 
Reseive, and it was decided to buy silvei m oidei to pi ovule loi the 
lepajment oi the loans and the icstoiation ol the Indian bianch to its 
normal amount of six oioies (4,000,0001) bv 31st Maicli 1907 This was 
duly done, and on the date mentioned the Papei Cunency Reseive and 
the Indian Bianch of the Gold Standaul Reseive included silver as follows 
{see Statement attached) — 

Lakhs 

Papei Cunency Reseive Rupees - - 13,70 

Paper Cimenej Reseive Bullion (m tolas) 

approximately - 6, SI 

Indian Bianch of Gold Staudaid Reseive 
Rupees - 6,00 


2G,51 


This was consideialiR in excess of the amount (17,50 lakhs) lequned 
on 31st Maich accoidmg to the standaul suggested m the Memoiandum 
forwaided to the Govemment of India with the Secietaiy of State’s 
Despatch of IStli Febiuary 1910, No 25 (Financial), and accepted, with 
certain reservations, in paiagiaph 6 ol the Despatch fiom the Govern- 
ment of India dated 29th February 1912 But, as the absoiption of 
rupees by the public from April to September 1907 fiom the two Rosen es 
was 2,12 lakhs, the amount held on 1st Octobei 1907, if no pui chases 
had been made aftei 31st March 1907, would have been 26,51—2,12 — 
24,39 lakhs, or a little moie than the 24 cioies suggested and accepted 
m the conespondence just mentioned 

The amount actually held in lupees and silvei on 30tli Septembei was 
{sec Statement attached) as follows — 

Lakhs 

Papei Cunency Reseive Rupees - - 22,79 

Papei Currencj Reserve Bullion (in tolas) 

approximately - 3,52 

Indian Branch of Gold Standaid Reserve 
Rupees - 6,00 

32,31 


An insignificant part of the excess of this total ovei the 24,39 lakhs 
quoted above was due to the addition to the Reserves aftei 31st Maich 1907, 
of 100,0001 worth of silvei m completion of oiders given before that date 
9 he gieatei pait was due to the following pui chases of silver made (see 
^ Statement attached) between 31st Maich and 30th Septembei 1907 — 

By the Secietaiy of State, m accoi dance with £ 
requests made by the Govemment of India 
m telegrams oi lbth May, 10th June, 1st 
July, and 20th August 1907 - - 2,529,000 

By the Secretary of State m addition to the 

above 9,800 

By the Government of India m India - 1,52S,000 


Total 


4,066,800 



\i i*i !>!\ \ 


The out-turn in lupees from tin- taker was approximately 7,H7 InUt- 

It max be n^suiiK <1 that the purchases would not ha\e been made if ,n, 
undei it imling embodied m the Memorandum forwarded with lytrd M<.rh \ s 
Despatch of 1 -Sth February 1010, and m piragraph (t ot the letter from the 
Government of India, dated 29th Fcbruan l'Ud, No IS, had been m forte in 
1907 



210 I’Ol M <>0\|\UsM0\ <l\ IM)|\N 1 IS t\('f 

Enclosure No 2 

SILVER 11 ELI) m THE (iOVERVMENT OF IN1)I\, WD IMjRt 


Vt m k cmlmj. 

(D 

; 

i 

^th* r ( oin 
in l*.. * 

( urn nr\ 

Mi * no 

(2) 

I’m omul St 
( urn m v IN **< 
MIm v in tri 

S in C oli 

I 

j \ aim in 

i Lakh* 

(!.) 

U* r If* I ip* r 
i no (inrjti iifti- 
n*.it n* “In r ti 
win M) 

I <)ih\iv! 1 1 m 

1 o , a* 4 - 

(at | ftiurtint' 1 

OM 

f 

j 

5 

} <*ihcr 1 rl) tn * 

1 Inli f«r 

» V * 

i 

i t 

» 5 

m 7 

L «klw 

L i! In 


5 

L tivii* ? 

Jnmmiv 7 

1 5 vi 

. 1 . 

7 12 

M j 

lr. 

12, 00 

5 .*) 

7 )«» 

K* 

°2 

1 5,sj 

1 15 

-.12 

|V i 

„ si 

1 t 12 

1,72 

, 

7*» * 

1’ebumn 7 

110*1 

5 .0 

1.-7 

**s ! 

, 15 - 

l i,% 

S70 

1"1 

1 Is 1 

’ oi 

H.b2 

.72 

l 

1 .*» ; 

„ 23 

15 GO 

*,72 

i si, 

i 50 : 

t 

i 

j 

3Inrcli 7 

1 5 0{> 

.7! 

; vs 

f 

i 

i 

271 « 

„ 15 

11. SI 

5 00 

i vj 

1 

oo 

12,% 

! VI 

.Os 

5 It. 

„ si 

1 > 70 

5,21 

1. v 1 

*>!►) 1 

1 

April 7 | 

1 ! 51 

iv 

i t> >s 

HO j 

„ 15 

I ! 55 

1,27 

, > 5s 

lilM ! 

O ) 

1 5,5 5 

‘,01 

51. 

»!<*» j 

„ ‘SO - 

1127 

> N > 

mi 

MM » 

Mat 7 

11,11. 

515 

10*1 

OIM j 

„ 15 

11 15 

2 72 j 

5 50 

. MM , 

22 

1 1,02 

2 11 

> 10 

t. On 


, Jl- 

15 SO 

2 17 

2,M 

i> l*> 


Juno 7 - 

15,25 

1 02 

2,51 

t«,tx 


„ 15 

10 55 

1 (.5 

2,1 5 

t, IX 


22 

17 5 S 

1,<>? 

2.1 ! 

( 00 


, JO 

lh 35 

1 11> 

) o. 

Mm 


Julr 7 

]3‘H 

1 10 

1 05 

MM 


. 15 

10,72 

1 11 

l.st 

l. (X 


oo 

n 

20, 50 

1 11 

1,31 

0,0*1 


51 

21,11 

1,50 

2,0s 

0 0 I 

f 

Augtibt 7 - 

21,15 

1,71 

2 2 5 

0,00 


„ 15 

22,01 

2 11 

2 7<. 

ti.OO 1 


„ 22 

22, 15 

2 02 

2 01 

0,00 ! 


„ SL 

22 (. 5 

1,05 

211. 

0 0.) 


Soptombei 7 

21,00 

2,12 

2 77 

0,00 


„ 15 

21, (.1 

2 S7 

5,10 

ooo 


It *•" 

1 21,81 

2 07 

! 10 

0 00 


„ 30 

22,70 

2 0*> 

5,52 

ooo 


October 7 

22,15 

2,71 

5 51 

(. 00 


„ 15 

21,70 

2,71 

5 51 

0,00 


>> — 

21 51 

2 55 

5 55 

0,00 


» 1 

21,55 

2,07 

2,71 

0 00 

* 


'll \sr 


r«r* 'll* 

■* )t ■* i 


I \ 

!. I , , 

21,11 

l*»o> 

I'lvJ 

r>*7 


l'x.t 

•20 i h 

-I 07 
22 1 1 


22 1 % 
22 1 1 
2. 2>i 

r l 


- 1 2 
-M 
■Ml " 
2! 

21 25 

2i,vt 

mu 


2 ! "(*> 
2t,os 
2 >4') 
2<> vo 


2^ 

27 V. 

2i\ 
2‘> |'i 


2*>l t, 

-0 77 
U no 
to 70 


!0 7(> 
10 71 
:i Jo 


U oo 
SI. 15 
SOM 
30,20 


f \ rupco Lomniui 11 tola of ailvoi 



\ppE\m\ y 


211 


Enclosure No 2 

AND SHIPMENTS OF SILVER FOR COINAGE, IN 1907 


s>lh er boupht lit I min Oflico and Shipped from London 


Amount 

Shipped 

( 0 ) 

£ 

100000 


' 210,000 

320,000§ 

304.000 

100.000 
102,000 


315.000 

272.000 

210.000 

258.000 

137.000 

123.000 
180 000 


7,000 
93 000 


113,000 


73.000 

85.000 

100,000 

115.000 

170.000 


120,000 

158,000 

259000 

11,000 

52,000 


273.000 

150.000 
87,000 


15 000 
160,000 
100,000 
85 000 
115,000 


Date of 
Shipment 

(7) 


25th Tanuaiy 


1st Febiu.tiy 
Slli February 
9tli Febiuaiy 
15tb Ftbrri u y 
22nd Febi mu y 


1st March 
8th Mai eh 
9th Mai cl i 
15 th March 
22nd Match 
23rd Mai cli 
2Sth March 


5th Apul 
Gth April 


2 1th May 


1st Tunc 
7th Tune 
15th Tune 
21st June 
28th June 


5th July 
12fh Tuly 
19th Jali 
26th Juh 
27 tli July 


10th August 
16th August 
23id August 


6th Sept 
7th Sept 
13th Sept 
20th Sept 
27tli Sept 


Date or Order 
( 8 ) 


The Government of India 
on 17tli Tamm v ashed 
the Secretary of State to 
buy svh ei at tlio rate of 
650,000/ a month The 
Bank of England ms 
asked on 18th January to 
buy until fmtliei ordeis 
On 9th Match the Bank 
was mstmeted to cease 
buying when 3,280,000/ 
bad been bought 'Taking 
account of the 151,000/ 
shown in colnmn 9, this 
limit was i cached on 19th 
Miuch 


On 16th .May the Govern- 
ment of India asked foi 
1,000,000/ woith of 
silver, and this amount 
was oiderecl the same day 

On 10th June they asked 
for 500,000/ and this was 
oi deied on 21 Tune 

Oil 1st Tuly they asked foi 
500,000/ md tins w ns 
oi deied on 9tli Tuly 


, On 20th August they asked 
foi 1,000,000/ but the 
amount was ledneed on 
19th Sept to 750,000/ 
500,000/ v oi tli was oi 
deied on 23id Aug, and 
27)00001 woit/i on 20th 
Sept 


18-1,000 ! 1th Octobci 
36,000 ! 11th Octobei 


I 


Silvei pm elinscd for delivery in India otherwise than hr 
shipmi nt from London (bought bj Government of India 
unless otherwise stated) 


Amount 

(9) 

£ 


Date of Delivery 
( 10 ) 


202,000 

482,000 

10 , 000 * 

151,000*} 


Bale of Order 

(U) 


21st Moicli 
26th Match 
27tli Maicli 
27tli Maicli 


) 20th and 27th Fcb- 
) ruaiy 
26th Febiuary 
18th Januaiy 


9,800* | 
22,000*}| 
110,000 
218,000 

1 

5th Tuly 

29tli Tuly 
29th Tnly 
29th Tuly 

28th May 

20th June 

11th Tula 
About 20th July 

55,000*+i 

56,000°+! 

300.000 

100.000 < 
41,000*}! 

154,000 

| 

8th August 
9th August, 
26th August 
26th August 
2Sth August 
29th August 

26th July 

3rd August 
23id Tuh 

26th July 

300,000 

346 000 
25,000*} 

9th Sept 

25th Sept 

25tli Sept 

16tli August 
26th-2Stli August 

16,000 | 

1st Octobei j 

About 30th Sept 


* Purohosod bv India Office 

l 4th March and did not form part of the Paper Carre, ,cv Keservo ti.I that date 
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APPENDIX VI 


Note on Proposals lor ihe Coinage ol Gold in India, sdbmititd bv 
Mr L Abrahams, C B , Assistant Undi r Segri tart of Statl for 
India 

1 The Indian Cuneney Committee of 189S-99 said m paiagrapli 54 of 
their Repoit — “Weaie m favoui of making the Bntisli soveieign a legal 
“ tendei and a cui lent com m India We also considei that at the same 
“ time the Indian Mints should be tin own open to the unrestricted c om.tge 
“ of gold on teims and conditions such as govern the three Austi.dian 
“ branches of the Royal Mint The lesnlt would be that, nndei identical 
“ conditions, the soveieign would be coined and would circulate both at 
“ home and m India Looking fonvaul as we do to the effective establish- 
“ ment m India of a gold standaid and cunency based on the punciples of 
“ the fiee inflow' and outflow of gold, we recommend these measmes foi 
“ adoption ” 

2 The lecommendation that gold com should be a legal tendei was earned 
out by the passing of Act XXII of 1899, which provided that “ gold coins, 
“ whethei coined at Her Majesty’s Royal Mint m England, or at any' Mint 
“ established m puisuance of a Proclamation of Hei Majesty as a blanch of 
“Her Majesty’s Royal Mint, shall be a legal tender in payment oi on 
“ account at the xate of fifteen rupees for one soveieign ” 

3 The pioposal foi the coinage of gold in India was discussed by the 
Secretaiy of State with othei authonties in this countiy and with the 
Government of India between 1899 and 1903, and again in 1912 The 
conespoudence on the subject has been published in Pailiamentaiy Paper 
495 of 1913 The chief points in the discussion may be summaiised horn 
the Parliamentary Papei as follows — 

l Fiom 1899 to 1902 the coi lespondence betw ecn the Secietary of State and 
the Government of India pioceeded on the assumption that the eaily 
establishment at Bombay of a blanch of the Royal Mint for the coinage 
of sovereigns was desnable 

n A legal difficulty aiose (page 14) as to the possibility of dispensing with 
a chaige foi coinage This w r as m due coiuse disposed of (page 27) 

in Sumlaily, questions legal dmg the suitability of the buildings, appliances, 
and staff at Bombay weie laised , but these weie piactically disposed 
of by May 1901, when a plan agieed to by the Deputy Master of the 
Royal Mint and an officei of the Government of India was appioved 
by the Tieasuiy (page 55) 

iv The question whethei the coinage of gold m India w r as leally necessaiy 
and desnable was laised by the Tieasuiy duiing the discussion of the 
legal and technical difficulties As against the Secretaiy of State’s 
view that it would maintain confidence in the Gold Standaid as being 
“ the cleaiest outwaid sign that can be given of the consummation of 
the new cunency system” (page 54), the Tieasuiy said “Indian 
“cunency needs are, m fact, piovided foi liom odiei soiuces [z c , 
“ the imputation of soveieigns], and theieis no leal demand foi the 
“ local coinage of soveieigns My Loids cannot believe that the 
“ position ol the gold standaid in India will be stiengthened, or 
“ public confidence m the intentions of the Government confirmed', by 
“ piovidmg machineiy for obtaining gold corns which is neithei 
“ demanded noi lequned by the meicantile community, while on the 
“ other hand, the failuie or only partial success of a gold mint would 
“ undoubtedly be pointed to by the opponents of the gold standard 
“ policy, although without justification, as evidence of the bieakdown 
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“ of that policy The large measuie of confidence alieadv established 
“ 1S sufficiently indicated by tbe course of exchange since the 
“ Committee’s Report, and still moie by the readiness ivith which o-old 
“ lias been shipped to India Tins confidence is, in the opinion of 
“ this Board, much more likely to be put m jeopaidv by such a lesult, 

“ of which the dangei is by no means lernote, than by the frank 
“ abandonment of one of the details of the policy recommended by the 
“Indian Cuirency Committee, which experience has shown to be 
“ unnecessaiy ” (Page 55 ) 

v Discussion on the points laised by the Tieasim came to a nanual end 
when in Decembei 1902 the Government, oi India wiote to the Secie- 
taiy ol State as follows “We hate now ascertained tnat tlie chief 
“ mining companies have made auangements, with whicn they aie at 
“ pi esent satisfied, foi the legulai sale of then gold in London , and 
“ we aie doubtful whethei any leims that i\e could olfei with a due 
“ regard to out own mteiests would induce them at an caily date to 
“ altei those auangements and to bung then gold to the mint m 
“ Bombay In the absence, theiefoie, of an assuiance that a steady 
“ and peimanent supply of gold of local pioduction would be available 
“ foi coinage in this country, we piefei to diop the scheme foi the 
“ pi esent, leaving its icvi\al to the existence 01 ie\ival oi conditions 
“ which cannot at jnesent lie foieseen ” (Page 56 ) The Secietary oi 
State agieed with the Gor eminent of India that the pioposal foi a 
Bombay bianch of the Royal Mint should not be pioceeded with foi 
the pi esent (Despatch of 6th Febiuaiy 1903) 

4 The discussion which ceased m .1903 was levived in 1911 when Sn V D 
Thackei&ey spoke m the Viceioy ’s Legislative Council in suppoit of the issue 
of an Indian gold com fiom one oi the Indian mints In 1912 he mmed a 
Resolution “ that tins Council lecommends to the Goveinoi-Geneial in 
“ Council that the Indian mints be now tin ow n open to the iiee coinage of gold 
“ in coins of suitable denominations ” lie expiessed a piefeience foi a ten 
lupee gold piece The Resolution w r as withdiawn on the leceipt of an 
assuiance by the Financial Membei ol Council that the mattei w r ould be 
laid befoic the Secietaiy of State The communication to the Secietaiy of 
Slate took the foim of the Despatch dated 16th May 1912 (pages 57 to 63 
of Pailiamentaiy Papei) lecommendmg that airangcments should be made, 
on a small scale at fust, foi the coinage of soveieigns at the Bombay Mint 
The pioposal tested to a considerable extent on tbe belie! thatholdeis of gold 
bullion and ornaments W'ould be induced to conveit pait of them into com if 
a mint wmie established The Secietaiy ol State found on consulting the 
Tieasiuvthat any mint m India ioi coming soveieigns would have to be 
undei the coiitioi of the Iuipenal authonties, and that, theieioie, the only 
alternatives weie to set up a sepaiate gold mint undei such control, oi to 
trausfei to the Impel ml aulhonties the whole oi the opeiations of the 
Bombay Mint including the coinage oi lupees as well as soveieigns To 
a\oid both of these alternatives, he suggested the comage at Bombay of a ten 
lupee gold piece, as advocated by Sn V D Thackeisey (pages 65 and 66) 
The Government of India have indicated a piefeience ioi tins ovei both the 
alternatives pioposed by the Tieasmy , but the whole mattei is leit open, 
pending the l ecommendations of the pi esent Royal Commission 

5 The following mfoiiiiation 
* Down to 1905-06 the Government cxpoits may peihaps be of use to the 
jepiesented (1) gold sent by tlie Government of Commission 1U COUSldeimg the 

India to the Stcietaij of estate to pa} foi silvei, 

foi secnnties bought foi the Gold Staudiud Kcseivi, tiucsu on 

and to meet othei disbuisements , (2) 5,000,000/ 6 TllO Cittaclltid btalenieilt 

sent in 1905-00 to establish tlie English branch of sllOWS that ilOin 1901-02 to 
the Papei Cunencj Eeseive The Government 1912-13 the glOSS linpoits of 
e\poits since 1903-06 have consisted of light com B j gold com mto India 

sent to England because it would have been moon (wi-ra nnra 

v ement to letam it m Indi i amounted to 97,4/3,0001, tlie 

expoits (mamly on Government 
account ) to 23,665,000? , and the net impoits to 73,808,000? 

7 When soveieigns aie impoited into India they aie, as a mle, tendeied 
to the Govemmen m Older that lupees oi notes may be issued m exchange 
foi them at tlie ratet of Rs 15 = I? The piopoition of the total impoits 
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tendeied Ion tlic mrpoiteis to llie Go\ eminent fiom I905-OG to 3912-13 is 
shown in Statement 31 accompanying mj Mcmoiandum on the “ Location 
‘ and Management ol Gcnei.il Balances ol tlio Government of India and Sale 
“ of Council Bills and Tiansfeis ” 

8 Soveieigns lecened In tlic Got eminent aie made heel} .n.ul.ible to 
the public against tlic tenden of mpet s, oi in encashment of notes, al tin 
late mentioned aboxe Tin Bee opts and Issues of Butish gold ruin into 
and iiom Got eminent Ticisuikn and Heseiies undo tins ststini note 
appioNimately as follows in 1909-10, 3930-11, 1933-12, and 1912-11 — 




lino 11 

hum. 

mi. i 

Receipts bj Go\ eminent fiom Ini- 
poiteis 

Othei Receipts (ir, Receipts fiom 
general public) 1 

** ! 
7 1 !*» (KK) j 

*■• 9)000 

! 

l 

\ 7 (. 21., 000 ( 

! 0 727 000 1 

i 

“ i 

L ! 

17 0 } J (KK) I 

(, H , 0 000 

e 

10 *i !*• (XK) 

n soiOun 

Total Receipts - 1 

9 , 0 '! 1 000 * 

11 1 > 1,000 | 

2 > ‘>22 IXX) i 

JO ititXKI 

Issued to public - i 

Light coins expoi ted 

1 t,e*l (XK) 1 
1 “ 

11 07 t , 000 1 

J I 

_ ... | 

1 1 017 (KM 

21 " 1 *, 0 (M 

2 ! O' M 

Total Issues - - 1 

1 tiS*), 0 OO | 

11,07 ! OCX) j 

1 1 (>17 000 

2 1 1 ‘lstXKl 

Ret Receipts* 

(. 0 I 1,000 : 

<xto | 

o ur,(V)U 

1 1 1 (It 1*1 


9 The absoiption of soutcigns in India In the public fiom IS 1 ! 1 ! 19f)l) to 
1912-1 J, (/ t , the amount that has passed into the possesion of tin public 
eithei dncct fiom impoiteis or from Go\ eminent Respites and TkmmuicsI, 
is shown in the Statement appended to tins ixote The total is 01,83.9 ODD? 

10 'I he latest in\ estimations into the extent to which (lie so\eiogns ub-otbed 
b} the public aie usecl as uinencx mil be found m Mi Cullan’s Repent on 
the Rapo Cuncncj Depailment foi 1910-11 and Ah Gaunt let t s Rejmt fm 
1911-12 Both miteis seem to lit of opnuouthat the use of the smeieign 
as cmieucA is on the mcieasc in Bomba}, Xoithem India, and M alias, but 
that dsewheio it is laigch used foi melting cn hoaiduig oi both, ninth 
Mould appeal to militate to some extent against the pxoba hilil \ of the 
establishment of a gold mint, m India leading to an} gieat extent to 
the comcrsion into com of gold non held m the hum of bullion ind 
ornaments 

11 The gold c\ti acted fiom Indian mines amounts to a little moie than 
2,00(J,000f a>eui r J'lic amount lias shown \eiy little xauation dm mg tlic 
last ten } eais 

12 Xo estimate lias been fiamcd of the cost of establishing an Indian 
mint foi the coinage of soveieigns An approximate statement of the stall 

* The net leceipts and issues in tins Table diffci somow lint from those shmen m 
St dement TT (2) icc ompan} mg' m\ Mimoiaiidum on the “Location and Aiming, me nt of 
Generil Balances of tlic Government of India and sale of Conned Bills ” (pcgpfej) and fiomttie 
coiiespondnig ones that could be deduced fiom the ligmcB in tin Statement appi nded to tins 
note The (ompnison is ns follows — 


Net Receipts ( + ) oi Issue's ( — ) 


_ ! 

j inoo-io 

j 

1010-11 j 1911-12 

11112-11 

Shown in Statement K 

i 

Show li in f J able nho\ ( 

L 

i (. Ill) 000 

1 

| (>,31(000 

1 j l 

00,000 1 9 11-1 (XX) 

2S0,(XX1 0, 103 000 

l 

4 133 000 

l 1 11 (XX) 


Tlic diflciencoh no duo to the fact that the hguiesin Stateim nt II aie based is to (lie 
fiist tluee jcais on the mfoi inntion given m the Rcpoi ts ot flu Papoi C'unoiuc He puitment 
and as to 1 < )12— 13 on mfoi inntion specially fumished In tin Coinpfiollea Genual and Hind 
Commissionei of Pajai Cunenc, uhei can those in the Table aboce nu compiled fiom the 
tcltgn uns (foni in cacti month) Bent In the Coinphollei General to the Seeretai \ of St ite 
The hgmes m those telegrams aie m thousands of pounds fie nun -would explain sueli slight 
dneigences us ue fehocwi m 1909-10 and 1912-1*1) but tlic telegrams sent m 1*110-11 and 
1911-12 piesumabl} contained euots that neie taedh eoneeted m the annual st dements 
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required for a mint capable of coming 2,000,000? a year was drawn up m 
1900, and will be found on pages 40 to ±2 of the Parliamentaiy Papei It 
will be seen that it includes a superioi controlling staff of seven Europeans 
and fn e Indians, and a subordinate working staff of 13 The establishment 
charges (including contingencies and pensions) of otliei branch mints of 
similar capacity weie in 1911 as follows — 



Coinage 

Charges 



£ 

£ 


S} dnej 

1 

2,645,000 

15,157 

(Pago 127 of Rcpoit of Deputy 
Master of Royal Mint ) 

Melbourne - - - 1 

2,851,000 

15,721 

(Page 137 ) 

Perth (excluding pensions) 

4,438,000 

1 

20,178 

(Page 151 ) 


The Austialian Bianch mints recover a substantial portion of their 
expenditiue by the levy of Chaiges for the Coinage of Gold as allowed by 
Section 11 (8) of the Coinage Act of 1870 The Mew that has always been 
taken in discussions regaidmg a Bianch Mint foi the coinage of gold m 
India has been that theie should be no coi responding charge m am such 
Mint (see pages 19, 27, and 60 of the Parliamentary Paper) 
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APPENDIX ;XH 


Memorandum on tiil Sale of Council Bills and Telegraphic Transfers 
SUBMITTID B\ Mil F W NeWMVRCH, FINANCIAL SrCRETVRY 

The method of drawing funds from India to meet the Home charges, first 
of the East India Company, and latex of the Secretary of State forlndia m 
Council, by means of Bills of Exchange on India, dates back fiom the early 
pait of the last century It was mooteci m conespondence between the 
Court of Directors and the Government of India in 1S13 , it appeals to have 
been piactised, though somewhat mtei mi ttently, from 1S34 down to the time 
of the Indian Mutiny, and, aftei an almost entne suspension in the yeais 
1S57-62, it uas lesumed m the lattei yeai, and has been ahnost continuous 
ever since 

2 Sales of the Secretary of State’s Bills u ere at fiist made (1862) month h , 
and at a fixed late of exchange By a senes of changes, foitnightly and 
then weekly sales ueie substituted lor monthly ones, allotments to the 
highest bidder took the place of sales at a fixed pi ice , tendeis were invited 
(1876) foi telegraphic transfers as veil as ioi bills, on India, reductions 
vveie made in the minimum fraction 0 of a penny pei lupee in the pi ice at 
which tenders would be leceived , and applications w ei e lm ited and leceived 
foi bills and telegiaplnc tiansfeis on dates intei mediate between the legulai 
fortmglitlj oi weekly sales Bills and tiansieis so sold are descnbed as 
“ Intermediates ” oi “ Specials ” 

3 The present pioceduic is as follows — On each Wednesdaj a 
notice is exhibited at the Bank of England inviting tendeis, to be submitted 
on the following Wednesday, for Bills ol Exchange and Telegiaplnc Tiansters 
on the Go\ eminent of India, the Government ot Madias, and the Go\ eminent 
of Bombaj The notice states a limit which the aggiegate allotments will 
not exceed The tendeis aie opened at the Bank oi England at one o’clock 
on the day oi submission m the piesence oi the Govemoi oi Deputv 
Goveruoi, oi both, of the Bank, with one oi two of the peunanent stall 
of the Bank , generally two membeis, oi at least one, of the Council oi the 
Secretary oi State ior India, and the Financial Secietaiy oi the Assistant 
Financial Secietary oi the India Office 

4 The Secietar} of State does not bind himself to allot the wdiole 
amount mentioned m the notice As a maltei of piactiee, lie does not 
accept any applications at puces low ei than Is i]'\d ioi Bills and Is 3 } 
for Telegraphic Transfers As to a maximum puce, see paias 22-27 

3 The pnee chaiged foi Telegiaplnc Tiansfeis is oidmauly lngliei by 
i d per rupee (V«d when either the Calcutta oi the Bombay Bank late 
exceeds 8| jier cent ) than that charged foi bills Thus tenders for Tele- 
giaphic Tiansfeis at Is ij 2 d (oi at Is 4 i\>d with Bank late 9 pei cent 
oi up w aids) lank foi allotment with tendeis foi bills at Is id and so on 

6 Subject to this differentiation and to the conditions mentioned in 
para 4, allotment is made B to the highest biddeis, and when the total 
amount teudeied ioi exceeds the amount offeied, allotment is made pio lata 

7 When the tender-, leceived on a Wednesday have been dealt with, the 
amount to be offeied ioi tcndei on the following Wednesdays decided upon 
This involves consideiations of the aveiage amount required to be diawn 
weeklv up to the end oi the financial yeai so as to work up to the estimate — 
Budget oi lleused — ioi the yeai (but see paias 15 and lb), of the strength 
or weakness oi the market, ciop and trade conditions, and so on 

8 The amount is aEo decided up to which applications for Intel- 

mediate Bills oi Tiansfeis will be accepted up to the following Wednesday, 
at prices lngliei by pei rupee for Bills and Tianslers than those at 
which allotments have just been made (see, howevei , paia 27) 

* Ai hi-t (Jiimiuij 1862) i fai tiling , itdmul to £tli m JIucli 1862, to T \,th in Janu in 

187 mil to "<• 111 lbS ~ 

t Sco note to pnrugi ipli 26 

V 19008 h 
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9 When, as frequently happens, those allotments have been made at 
moic than one price lor Bills and foi Telegiaphic Transfers respectively, 
the puces fixed for “ Inteimediates ’’ may be s l ,d above the highei ones, or 
above the lower ones, at which those allotments have been made , but they 
must be higher than the, lowest puces at which allotments have been 
made ' 

10 The allotments made each Wednesday, the amount announced to be 

tendered foi on the following Wednesday, and the arrangements made for 
the sale of “ Intermediates,” aie laid befoie the next meeting of the Firianfie 
Committee (usually on the same day), and subsequently before the 1 Council 
of the Secietaiy ot State, foi appioval, togethei . with particulars of the 
amount sold since the beginning ol the financial yeai, the amoilnt remaihing 
to be cold so as to woik up to the estimate of the financial year, and any 
other mfoimation haiing an impoitant healing 1 upon future salbs 1 ' 

11 Since 1905 Telegiaphic Tiansfers on India have sometimes been 
issued m payment foi sovereigns which the Secietaiy ol State has purchased 
in tiansit fiom Australia or fiom Egypt to India This practice has been 
lcsoited to as a means ol checking an excessive accumulation of soveieigns 
in the Paper Cunency Reseive m India and obviating the expense entailed 
m relieving the accumulation by shipping them to London (c / para 23 oh the 
Note on the Paper Currency Reseive, page 242 

Table No* 1 (page 227) gives the amounts of diawmgs and the aveiage rate 
of exchange at which they were effected for each year from 1802-3 to the 
present time The published legulations governing the sale of Bills 
and Tiansfeis and the conditions undei which sovereigns aie sometimes 
pui chased m tiansit to India against Telegraphic Transfers will be found 
punted m their piesent foim as Appendix A (pages 228-9) - 

12 The method of transfemng funds fiom the tieasunes of the Govern- 
ment of India to that of the Secietaiy of State on a large scale by the sale 
of Council diafts on India is londeied possible by the fact that India has 
oidinarily a very huge tiade balance m hei favoui ‘ Except in years of 
veiy deficient crops and unfavourable trade this balance is so laige as to'be 
only partly met by the lemittances which banks and commeicial houses 
aie enabled to make to India by puichasmg the Secietaiy of State’s drafts , 
a consideiable poition of the world’s debt to India lemams to be discharged 
by other means Befoie the closing of the Indian Mints to the free coinage 
of silvei m 1893 this supplemental lemittance was effected by shipments of 
silver to India to be coined into rupees , since the closing of the Mints 
it has taken the foim of shipments of sovereigns which are received at the 
Indian Mints and Tieasunes m exchange foi lupees at the late of' 15 rupees 
to It 

13 So long as the amount which the Secietaiy of State requires to diaw 
from India by means of his Council diafts is well within the amount owing 
to India m settlement of the balance of tiade m her favoui, and so Ion" 
as the Secietaiy of State sells his diafts at lates at wdnch they are not a 
moie expensive mode of remittance (see paiagiaph 20 below') than shipments 
of soveieigns to India, he can have no, difficulty m di awing -the funds he 
lequires and maintaining exchange at .the rate of Is 4 d to the rupee 
These conditions have been fulfilled fiom 1899 down to the present time 
with the exception of the period covered by the closing months of 1907 and 
a part of 1908 The cnsis was made unusually severe by the effects of a 
very deficient monsoon m 1907, followed by an extraordinarily acute 
depression of tiade oier the whole woild, towaids the end of the same 
year 

14 The present system of regulating the amount of the drawings of 

each yeai, which has been m force for many yeais, is as follows - The 

Goiernment of India, m preparing their Budget for a coming year, frame 
then estimate of the amount which, after meeting ■ Ll - — * ther 
anticipated demands upon then tieasury balances am the 

retention of sufficient balances at the close of the year , they anticipate that 
they will be able to lemit to the Secretary of State during the year through 
the medium of his sales of Council Bills, towards defraying the expenditure 

* bee appended I’altle IV , pages 231-6 
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of the India Office on revenue and capital account In tine estimate account 
is necessanly taken of tke amount wincli can advantageously be laised by 
borrowing in India towaids piovidmg foi capital expendituie fit may be 
remaiked, incidentally, that whereas until recently the steihng loans ol the 
Secietaiy of State could be issued in London more cheaply than the Rupee 
loans of the Government of India in that countiy, of late yeais the tendency 
lias been in the opposite dnection Thus, m 1912 the 31 per cent loan of 
the Government of India foi 3 ci ores of rupees u as issued at an aveiaee 
price of 96 wlieieas the India steihng loan foi 3,000,0001 , undenvutten, 
was issued at 93 ) 

15 The Budget estimate of drawings foi the year having been amved at 
as described m the last paiagiaph, their actual distribution ovei the twelve 
months is legulated as follows — The Indian yeai, as is well known is 
divided broadly into two seasons, the busy season, extending loughly from 
the 1st October to the end of March, and the dull season extending fiom 
about the beginning of April to about the end of September Thus the 
financial yeai begins with the dull season, duung which the demand foi the 
Secretary of State’s Bills as a means of lomittance of funds by the public 
fiom London to India is less strong than duung the autumn and wmtei 
The diffeience between the two seasons m this lespect is lllustiated by the 
attached Table No III (page 233) 

16 In a year of favomable seasons and great ttade activity it might be 
possible (if those far ourable conditions could be foi eseen) foi the Secietaiy 
of State to lestnct Ins drawings during the fust half of the financial year 
te , the dull season, to an almost insignificant amount, and to meet almost 
the whole of lus i equipments during the second half, i c , the busy season, 
when lie might sell his diafts at a higher late than they would command in 
the dull season But in cairymg out this appaiently profitable policy he 
is limited by the following considerations — fl) lie lequues funds of 
considerable amount to meet euiient outgoings dining the fust as well 
as the second half of the financial yeai , (2) the funds which he diaw T s fiom 
India in the eaily part of the financial year, if not immediately lequued, earn 
interest in this countiy, whereas in India no piofitableuse w'ould be found for 
them under othei than exceptional conditions, so that the piofit denved fiom 
lending out these funds, though sometimes at a low mte of mteiest, must be 
counted as a set oft to the somewhat highei rate of exchange at which they 
can be remitted borne in the latei months of the financial year as compaied 
with the earlier ones , (3) a good maiket for Council Bills m the wunter 
months cannot be counted upon until the monsoon has declaied itself , the 
experience of 1907-S (see Table III , page 233)illustrates this, and (4) the maiket 
is full of sm prises , one must alw a} s be piepaied foi the unexpected This is 
illustrated by a comparison of the yeais 1911-12 and 1912-13 Jn both 
years the monsoon was good, in 1912-13 if anything more satisfactoiy than 
m 1911-12, and giving prospect of at least as active a winter business as 
that of 1911-12 But after a short spell of veiy keen bidding foi the 
Secretary of State’s diafts m Decembei 1912 the demand fell off in a lemaik- 
able manner, as indicated by Table V , page 237, and chait attached thereto 
(5) IB the di a wings for the yeai exceed the estimate, the excess piooeeds can 
be used foi (he leduction oi avoidance ol debt, eitliei m the yeai in which 
they aie xecened oi m the next yeai (see paia 19) 

17 It is possible, aftei the event, to attubute a l educed demand 
such as oceuired in 1912-13 to a combination of causes, such as l educed 
expoi’ts of opium, smallei demand for nee fiom China, deficient lams 
in the uoith oi India in Januaiy-Febiuaiy, the neai eastein situation, 
stringency m the London 'Mono) ILuket, and so on , but the cumulative 
effects of these causes could not be gauged at the beginning of December 
1912,, still less could they be foieseen at the eailier date when, after a 
(mod' monsoon was assuied, the piospect of an active wmtei business 
seemed tolerably ceitain The inference to be drawn fiom cases of this land 
seems to be that m the regulation oi the sales of the Secretary of State’s 
drafts the safe couxse is to take advantage of a moderately good demand for 
remittance, when it show's itself, duung the lust half of the financial year, 
oi dull season, rather’ than to rely too much on selling the gi eat hulk of the 
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diafts of the yea at a lughei late of exchange dui mg the last few months 
of it 

18 Some of the eiitics of the India Office seem to think that the Secretary 
of State should limit his diawmgs m two ways, viz , (1) he should not draw 
moie than the amount that he lias budgeted foi m any yeai, and (2) he should 
not sell his diafts materially below gold point, meaning the rate ol exchange 
at which soveieigns arc liable to be taken fiom the Bank of England ioi 
shipment to India in competition with his diafts The i ate of exchange at 
w hi ch this is liable to happen is assumed 1o be Is 4^(7 pei lupeeior 
Telegiaphie Tiansfeis and Is 4£cZ for Council Bills 

19 Both these piopositions are open to objections The Inst takes no 
account of the eases wiieie, owing to a good monsoon and general piospenty, 
the Government oi India find themselves m a position towards the end of 
a linancial yeai to mint home funds fai in excess of what they could expect 
to lerrnt when the estimates of the yeai weie framed Such excess funds 
aie propei ly applicable to the 1 eduction of the amount which the Secretary 
of State would be othenwse obliged to bonow to meet capital expenditure 
In the mteival befoie being so used then possession b\ the Secietary of 
State secuies lnm pro lanto against the consequences of a possible fall in 
exchange 

20 The second pi oposition is open to the objection that so\ eteigns flow 
into India fieely at ceitain seasons and undei ceitam conditions iiom 
Austialia and fiom Eg\ptwhen the lates of exchange which the Secietaiy 
of State’s Bills and Tiansfeis wall command aie materially below those 
regai ded as “ gold point ” This may be seen fi om Table VI (page 28S) w Inch 
shows that dunng the five mouths May to Septcmbei 1912 there was a net 
impoit of £7,062,5 io m soieieigns into India, while the Secietaix of State’s 
diafts weiesold almost entnely at lates of Is 4jV7 and Is 4-j \d foi Bills 
and Transleis respectively There is excellent authority foi saying lliat 
soveieigns aie sometimes shipped from Austialia and fiom Egypt to India 
at a price winch repiesents only the equivalent of Secretary of State’s Bills 
at slightly less than Is 4J 2 cZ Experience indeed show’s that even fiom 
London soveieigns aie liable to be shipped to India m competition with 
Council Bills at Is 4 3 VZ , if not lowei 

Thus if the Secretaiv of State ivere to hold out Ioi juices of J* fjdf and 
Is 4 n V7 foi his Bills and Transfeis respectively he would cv en m a a eiy 
busy season run the lisk of losing Ins maiket foi lemittance, he would 
cause the Papei Cunencv lleseiv e in India to become oAei loaded AA’ith 
soAcieigns, and then, Avhethei foi the pui pose of lelievmg its i epletion oi of 
meeting Ins own Tieasuij lequiiements, he Avould be obliged to bung 
sovereigns home from India at the cost of freight, msiuance, Ac It is 
cleaily moie advantageous to draiv the funds which he lequires to diaw fiom 
India, and to dAOid excessiA’e accumulations of soa eieigns theie, by selling 
his diafts at a slightly lowei late , though it is light that the late should be 
pitched as high as is consistent AA’ith the attainment of those two objects 

21 Sometimes, especially in seasons of active tiade, the demand for 
the Secietary of State’s drafts on India fai exceeds the amount that he 
can diaw’ fiom the ticasunes of the Government of India ivitliout leducmg 
their balances below a safe limit The question then anses whether he 
should lestuct his diafts to the amount that can conveniently be diawn 
from the Treasuiy balances m India, and allow the balance of the tiade 
demand to satisfy itself by shipments of soveieigns to India, oi Avhethei by 
the use of othei lesources to be lefeired to below (see paiagiaph 22), he 
should continue to sell diaits beyond his actual immediate needs to meet ’the 
requirements of trade The inconvenience of causing sovei eigns to accumulate 
beyond a cei tam point m the Paper Currency Reserve in India has already 
been lefeired to The injurious effects on Indian tiade of a cessation of the 
Secretaiy of State’s sales of Bills and Telegiaphie Tiansteis maybe explained 
as follows — The situation contemplated is natuially most likely to anse 
towards the close of the financial yeai, %e, in January, February or eaily m 
March At thrt season the demand Ioi remittance to India is usually 
strongest It may become acute very suddenly The Secietaiy of State’s Tele- 
giaphic Transfers affoid the means, Avhich no other mode of remittance does, 
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of, relieving in a veiy short space of time a money stringency winch otherwise 
Sfo Jf e fo?? seilou s, even disastions to Indian tiade Tims (Command Paper 
0619 of 1913, 'page 4) m 16 days m January-Febiuaiy 1912, Telegiaphic 
Transfei s on India were sold loi ovei £3,500,000, enabling that sum (of ci ores 
of rupees) to be liberated fiom Government tieasunes and passed into the 
hands of the public But had the shipment of soveieigns fiom London been 
the only method of remittance available, not a single sovereign’s w oi th of 
rupees could have been leleased m India by that method during the same 
period, and consignments fiom Egypt and Australia were, at the’ time very 
small ’ J 


22 This question of the piopnety of selling Council cliafts foi the 
convenience of tiade and apait from the actual immediate lequnements for 
India Office disbursements, engaged attention so long ago as the end of 
1897 To get over the inability of the Government of India to meet from 
their Treasury balances diafts on India of sufficient amount to satisfy the 
tiade demand and relieve the stringency of the Indian money markets 
(the Calcutta and Bombay Bank lates being at the time 11 and 12 per cent 
respectively) an Act of the Indian Legislatm e was passed (Act II of 1898) 
authorising the issue in India of Papei Currency notes against gold held by 
the Secretary of State in Council as part of the Paper Cuirency Reserve m 
London At the same time the Secretaiy of State issued a notice (21st 
Januaiy’ 1S98) that he w as prepared to sell until further notice Telegraphic 
Transfers on India at a price not exceeding Is 4/WcZ pei lupee From the 
point of view of the public the effect of this was to enable banks and 
mei chants m India to obtain rupees from the hands of Government at a 
puce about equivalent (during the prevalence of the rates of intei est 
mentioned) to that at which (allowing foi interest on money besides shipping 
and insurance charges) they would have been able to obtain them m 
exchange for sovereigns shipped from London, but while this mode of 
remittance was not at the time appieciably cheaper, if at all, than that of 
shipping sovereigns, (and would now be dearei at any time when the rate 
of interest m India is 8 pei cent oi less) it bad the advantage, of the veiy 
greatest importance at a time of extreme monetary stringency, of being 
much the more expeditious 


23 From the point of view of Government the effect of the transaction 
was, that the Secietaiy of State by depositing rn gold at the Bank in England 
a gnen sum from the pioceeds of his sales of Telegiaphic Tiansfeis as pan 
of the Paper Cun ency Resei ve enabled the Government of India to issue 
notes of corresponding amount against such gold, wdieiewuth to meet the 
Telegraphic Tiansfeis diawm against them 


24 The convenience to trade interests resulting from this anangement 
was veiv great , and wdien m January 1900 the Secietaiy’' of State felt 
obliged, ’owing to appi el tensions of a dangeious reduction of the quantity of 
rupees held by the Government of India (Financial Despatch to India, No 29 
of 1900)|,to witlidlaw the notice of 21st Januaiy 1898 (sale of Telegiaphic 
Transfei s at Is 4 7 V( until fui thei notice) the announcement w r as received with 
consternation m commercial and banking circles in India The Associated 
Exchange Banks, Bombay, telegraphed to the Government of India (16th 
Januaiy 1900)f that “acute financial stringency prevails, caused by sudden 
“ withdrawal without pievious notice of facility gianted 21st Januaiy 1898 
“ Banks respectfully protest against the sudden w itlid naval and beg immediate 
“ steps be taken to relieve critical situation and avert panic ” Biotcsts were 
also received from the Bombay and Bengal Chambers of Commeicc, with 
applications foi tempoiary loans to the Piesidency banks, but these the 
Government of India were unable to giant 


25 Although the Secietaiy of State withdrew’ bis offer to sell Telegraphic 
Tiansfers at Is 4 i\d , lie continued to sell at higher puces, indeed as high 
as Is 4 Id To this action tlie Government of India objected , they desired 

* ihe diu ition ot tins Act \\ is only six month- In piousions were extended for n huthoi 
period ot tnojen-hy Act VIII of 1898, and torn furthei two 3 e in, by Act Mil of 900, 
iv Inch nlso gave the Seoeturv of State povvci to expend the gold held In him is pmt of tuo 
Paper Cuneno Reserve m the pm chase of sihei foi coinage I he piousions of tins Act rv ere 
made permanent hj Act IX of 1902 
t Not punted 

S 8 



222 


R0VA1, COM MISSION ON INDIAN 1INANCE 


“ to see exchange lemain steady within the gold point,” and added that 
“this has univeisally been undeistood to be the settled intention o£ Govern- 
ment ” The demand foi lemittance to India satisfied itself foi the time 
being, though at the cost ol ‘■evete monetai} stimgcncy m the Indian 
maikets, and the evils attendant theieon, by imports of gold into India, 
and the question of again selling diaits on India without limit at a maximum 
puce did not lecui until Januaiy 1904, when evchango again reached 
“ gold point ” 

26 The Secietaiy of Stale then notified his icadiness to sell “lntei- 
medlate ” Bills until furthei notice at a late not exceeding Is 4£d pei 
rupee, and as the puce oi Telegiaphic Tiansfers was at that time fixed 
at -j^th ' oi a penny above that of Bills, the price at which applications foi 
Telegiaphic Tiansfeis weie accepted without limit became Is 4 r \J instead 
of Is 4ij \d , the late announced m I SOS 

27 The practice since 1904 has been as iollows — (1) invaiiably to sell 
Bills without limit when the pnoe is as high as Is 4 ^cl , (2) to sellTransfeis 
without limit at Is 1 hd if the Indian bank lates do not exceed a certain 
rate (0 per cent pnoi to Jammu 1906, 8 pei cent subsequent!} (see loot- 
note), and at Is 4-i’,,d if they exceed that late These rates (see para 20 
above) aie by no means piolnbitne to the expoit of soveieigns irom London 
to India, still less to then expoit tluthei fiom Austialm oi Egypt On the 
contiaiy they aie so high as almost to place the Secretan ol State’s diafts 
out of competition with the remittance ol soveieigns, except at times of gieat 
monetaiy stnngcnc\ in India, when lapid transmission of funds to that 
quaitei is the consul* l ation ol supieme impoitance The question whetliei 
by lestuctmg sales ol Council diafts to allow exchange to leach so-called 
“ gold point,” or to sell freely, a couise which b\ no means pi events the 
concurrent nnpoi tation ol sovereigns into India, is one which must be 
decided month by month and week by week, accoidmg to the tiade demand 
foi telegiaphic tiansleis and the uigency of the need foi di awing funds 
from the tieasuues ol tin* Government oi India to that of the Secietaiy 
of State 

28 The governing consideiations, stated m oidei of impoitance, seem 
to be the following — 

(1) To diaw fiom the tieasuues of the Government of India dining the 

financial yeai the amount that has been laid down in the Budget 
as uecessaiy to cany out the Ways and .Means piogramme of the 
yeai 

(2) To draw, if piacticable, such furthei amount as may be lequued to 

pay ioi any pui chases of silvei that mat be made for coinage 
dunng the yeai , not having been provided Joi in the Budget (Such 
pui chases mav m the altei native be paid Joi horn gold held m the 
cunency leserve m London, as piovided foi by India Act V III ol 
1900, when the amount ol gold so held is siiihcient , but it the 
mailcet loi the Secietary of State’s Bills is stiong enough to enable 
him to pay for his pui chases of silvei b> additional sales of Bills, 
theie is an advantage m doing so and keeping the leserve of gold 
intact, to suppoit exchange in a cnsis like that ol 1907-0S, 
see paiagraph 13) 

(3) To diaw such fuithei amount from the tuasiuy balances of the 

Government of India as an unexpectedly prospeious season mav 
enable them to spate, to be used towaids the i eduction oi 
avoidance oi debt, and as the state of the maiket foi the Secietaiy 
of States diaits may allow to be drawn at a leasonably high 
rate of exchange 

* Hie difference is c ilcrilitcd to repic-mt (lie upi>io\imiitc i o-t of interest on a rupee m 
India ioi the period inter veiling between the d ile when i Jelcgrnphu Irmsfei is ppahlo flier e, 
and that when a Bill issued on the same date is par aide At the d ite in question (1901) it wu( 
the practice to make n difleiiiice of -3 ' d hetwten the pines of Bills inti Irnnsfcis when the 
Indian bank rate 1 - did not exceed 6 per cent , md aditleienee of ,',1/ when the hank lates weie 
higliei In 1906, in view of the reduction which hid taken place 111 the time occupied bv the 
mails from this country in reaching Indi 1 and in the freight on gold, it became the practne 
onlv to make 1 ditfeience of T ',rf between the juices of Bills and funsters when the Indian 
hank rates reached 9 pei lent 
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(4) To allow a sufficient amount ol soveieigns to flow into India to suddIv 

the demands of the public 11 J 

(5) To sell bills and transfers, il necessary, beyond the amount required 

under (1), (2), and (o), to meet the convenience of tiade i o to 
avert ah mjunous stringency of money m the maikets of India’ 

29 The relative impoitance of considerations Nos 4 and 5 must be 
largely dependent on the conditions existing at anv given time When the 
stock of gold held in the Papei Cunency Reserve in India, which the 
Government aie prepared to leleasc freely m exchange for notes or silvei 
is very laige, the need for restncting sales of Council drafts so iai as to allow 
of a consideiable influx of gold into the country is eleailyless impoitant 
than when the stock so held is low Similaily the question whethei to pay ioi 
purchases of silver fiom the pioceeds of sales of bills, sold for the pui pose, 
or from gold m the Paper Cunency Reseive, must depend, to some extent, on 
the quantity so held 

30 The unpoi tance of selling drafts to meet the convenience of tiade 
has been leferred to above (paragraph 21) and the consternation caused 
in commercial cncles by the Secietaiy of State’s withdrawal in Januaiv 
1000 of Ins oftei to sell Telegiaphic Tiansfeis at a pi ice not exceeding 
1 a 4~VZ has been desenbed (paiagiaph 24) The piactice is sometimes 
misi oin esented as being adopted in the intei ests of the City of London, not 
those of India But the events of 1900 alloid an auswei to this charge 
hurt her, the piactice is referred to regularly in the Financial Statements of the 
Government of India as pait of the settled financial policy of Government 
(see Command Papei, No (3,619, 1913, IF) and meets with little or no 
criticism in the Legislative Council There is abundant evidence that its 
advantages are appreciated by the gieat majority of the business community 
in India, and questioned only by a few 

Its advantages may be summed up as follow s — 

(1) It serves to aveit or leheve extieme stungency in the money 

maikets ol India, which would be detnmental to the commeicial 
prospei lty of the country 

(2) It serves to check excessive accumulations of gold in the Paper 

Cuireney Reseive in India which might otherwise have to be 
lightened by expensive methods (see above, paragraph 20) 

(3) It seives, sometimes, to aveit extieme stungency m the London 

Money Mai bet which would be cieated il the Secietaiy ol State, 
by refusing to sell di.ilts foi the convenience of tiade, forced 
huge quantities ol soveieigns to he taken horn London foi 
India This consideiation may not he valued by some of the 
ciitics of the policy of selling drafts fieely, because their 
attitude implies an underlying assumption that what is beneficial 
to the interests of London cannot be good ioi India , hut those 
who appioach the question with an open mind wall piobably 
recognise that any senous disturbance to the gieatest money 
market ol the woild cannot bul he mjuiious to the tiade of 
India, and to hei inteiestsas a fiequent bonowei in the London 
maiket, so that Lee sales ol Council diafts ioi the puiposc of 
aveitmg such a distui banco mav , at times, be full) justified, and 
indeed urgently lequned, m the interests of India 

31 It has been shown above (paiagiaph 22) how the Indian Paper 
Cunency Act, b) empowering the Secietaiy ol State to hold a poition of the 
Indian Paper Cunency Reseive in the shape of gold in London, enables him 
to meet a demand foi Council cuaits on India at tunes wdren it might not be 
convenient oi possible foi the Govei nment of India to meet them fiom its 
treasuries This powei introduces a valuable element of elasticity into the 
Indian cuireney system It would not, of course, be desnablo that more 
than a moderate portion of the total metallic leserve should he held in 
London, in gold, but, subject to that pioviso, the system is useful m 
connection, not only with the .sale of Council drafts, but also with the 
purchase of silver and as a suppoi t of exchange The lattei advantage ai lses 
in this way At a tune when the slate of exchange, as m the crisis of 
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' 36 . T1 f Y°i rSt J effe ? t °f the declme m exchange was felt m the increased 
amount which had to be drawn from the revenues of India to meet the Home 
charges Thus, m the year 1895-6, the sum realised by the sale of Council 
drafts was 1 /, 664, 492Z representing Rs 31,08,54,373, at an average rate of 
Is i bdm per i upee Had the same sterling sum been remitted at the average 

rate obtaining m 1872-3, the sum m rupees lepiesentmg the lemittance 
p 0U o ^eu \ 1S , 63, 17,925 instead of Rs 31,08,54,373, a difference of 
Ks 1^,45,00,448 Moi eover the Government of India was confionted with 
the prospect of a still further fall m exchange aud a furthei mcieasem 
the burden of the Home chaiges 


Other burdens imposed upon the revenues of India by the fall m 
exchange were (1) the cost of granting exchange compensation allow ance , 
(2) enhanced charge for the pay of British troops m India, consequent on 
t he fa ll m exchange, (31 the concession of “pnvileged’ lates of exchange 
ipr the conversion of (a) pensions expiessed in mpees, when paid in 
countnes wheie the rupee is not legal tender (Is 9 d) and (b) fui lough 
allowances to civil officeis talcing leave to Europe (at Is 6 d pei rupee) 

The additional charge undei heads (1) and (2) was a very uncertain 
amount, varying accoidmg to the rate of exchange, in 1893-94 these items 
were estimated at 63 and 83 lakhs of mpees lespectively , the cost of 
concessions 3 (a) and 3 (b) w r as also variable, the former costing about 
14,000 1 m the year m which it was imposed (1890-1), and the latter 
(1893-4) about 27,0001 ' 


37 Induectly also the fall in exchange has imposed furthei buidens on 
the exchequer by contiibutmg to an extent which it would be impossible 
to calculate m conjunction with other causes such as the mci eased cost 
of living in India, to foice upon Government the necessity of inci easing 
salaries of vanous appointments and branches of the Service 

To meet these buidens additional taxation had to be imposed in the 
period 1885-1895, estimated to yield m the aggregate about 530 lakhs of 
revenue (equivalent at the p> esent rate of exchange to about 3,533,0001 ), 
as folknvs — 

1886-87, an Income Tax, estimated to yield 102 lakhs of lupees per 
{annum . , 

1888-89rinci eased salt duties, estimated to yield 172h lakhs of rupees 
per' annum 

, 1888-S9, import duty on petioleum and minor measuies affecting 
Burma, 20 lakhs of rupees per annum . . > 

1894- 95, enhanced and widened Customs duties, 135 lakhs of rupees per 
annum 

1895- 96, cotton import and Excise duties, 145h lakhs of rupees per 
annum 

A total estimated mciease of revenue by 575 lakhs of rupees , against 
which, how r ever, has to be set off a net reduction m cotton duties estimated 
at about 45 lakhs, effected m January 1896 

38 The steps by which exchange was fixed at a stable late of Is 4d per 
rupee had the effect of placing a limit to buidens on the exchequei winch 
otherwise seemed to possess indefinite and incalculable possibilities 
of expansion 

39 Since exchange was placed on its pi esent basis one of the most 
serious unceitamties m Indian budgeting has been lemoved In only three 
years out of 14, since 1898—9, has the Secretary of State been unable to realise 
by the sale of Bills the amount for which he budgeted (see Table H , page 232) 

40 Theie is abundant expert testimony to the effect that Indian trade 
generally has benefited by stability of exchange Exports do not appear ( see 
Table IV , pages 234-6) to have been injuriously affected, as some clitics of the 

* As a matter of fact the price of silver lias fallen m the internal since the mtioduction of 
the present currency si stem as low as21J-irf per or , a p nee at which the out-turn co-t of a 
rupee was a little o\ci 8 d , while at the highest price of siherreiched m the ‘•ame period, 
33±d per oz the cost of the rupee would he less than 1 ' lrf 
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present currency policy predicted that they w ould be, by the establishment 
of a rate of exchange much above the mtimsic silvei value of the rupee 
Revenue has show n a steady expansion, enabling successive 1 eductions of, 
taxation to be effected, viz — 

£ 

(1) IS Maicli 1903 Reduction of salt tax, estimated sacrifice 

of levenue ------ 1,095,000 

(2) 1903-4 Lxemption fiom Income Tax ol pnvalc incomes 

below Rs 1,000 pei annum - 240,000 

?3) 1905 Reduction of saft tax - - - - 1,220,000 

(4) 1905 Abolition of famine cesses postal i eductions - 200,000 

(5) 1906 Abolition of certain land cesses - 548,000 

(6) 1907 Reduction of salt tax - 1,267,000 

(7) 1907 Postal concessions - - - - 146 000 

Total - - - £4,710,000 

41 The one addition to taxation to be set against these repeated 
remissions of imposts made since the mtioduction of the present cuirency 
system, is the enhancement of ceitain customs, excise and stamp duties 
effected m 1910 

42 This was estimated to yield additional revenue amounting to 
1,126,0001 and was lesoited to m view of the approaching reduction and 
giadual extinction ol the opium levenue 

43 The net lesults are that, m the penod dating fiom the full introduction 
of the present cunency sWem (1899; there has been a net reduction 
of taxation estimated at about 31 millions sterling, coincident with a loss of 
revenue hom opium amounting to nearly 2,000,000? " , and the Government 
of India aie able, on the basis of this reduction of levenue, to budget for 
a surplus of 1,326,300? in 1913-4 

* Difference in i upees betvv cen not revenue 1898-9, aud Budget estimate, 1913-4, convertedat 
lr 4 d per rupee as follows — 

£ 

1898-9 ..... 2,230,308 

Budget 1913-4 ..... 309,600 

£1,920,708 

The loss of revenue is much greater in comparison with ihe figures of more recent years, c g , 
in comparison with the net revenue of 1910-11 it is ncarlj 6 000,000/ 
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Table I. 

COUNCIL BILLS AND TELEGRAPHIC TRANSFERS 


Amounts drawn on India during the period from I862-G3 to 19] 2-1.3, 
with the Average Rate of Exchange 
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Appendix A 


I 

sale of bills and telegraphic transfers on india 


In supersession of pievious notifications, (he Seeietary of State foi Tndia 
in Council publishes the following particular as to the method of selling 
Bills and Telegraphic Transfer on India — > 

Sale of Bills 

1 The Secretary of Stale for India m Council is piepared to allot on 
Wednesday in each week Bills of Exchange on the Government of India, the 
Government of Madias, 01 the Government of Bomba), of an aggiegate 
amount not exceeding flint announced in a notice which will ho previousl) 
exhibited at the Bank of England 

2 Tender foi such Bills will be opened at the Bank of England on each 
Wednesday at 1 o’clock 

3 Tender must be made on foi ms which can be obtained on application 
at the Chief Caslnei’s Office at the Bank of England The) must be 
delivered, under covei , at the said office 

4 Any tendei may be foi the whole amount shown m the announcement 
or foi any portion theieof not boing less than Rs 10,000 The amount of 
the tendei or tender submitted by oi on behalf of an) one person, firm, or 
company must not in the aggiegate exceed the amount shown m the 
announcement Tenders which appear to the Secretar) of State m Council 
to be submitted in dnect or mclnect infringement of this rule will be 
l elected 

5 Each tendei must state the rate of exchange at w Inch the applicant is 
prepaied to piu chase a Bill or Bills of the amount foi which he tenders oi 
any less amount that may be allotted to him The rate of exchange must 
tie expiessed in pence oi in pence and a fraction of a penny per rupee , any 
fi action that is used must be eitliei one thirty-second of a pennv or a 
multiple of one thirty-second of a penny 

6 In the event of two or more tender being made at the same rate, and 
the amount to be allotted being less than the amount of both or all, a pi o 
rata allotment will oidmanly be made, subject to the condition that noJBill 
will be granted foi a less amount than Rs 5,000 

7 As soon as piacticable aftei the opening of the tenders the result will 
be made known at the Bank, and the maximum amount to be allotted on the 
following Wednesday will oidmanly be announced at the same time 

8 On Wednesday afternoon peisons who have tendered will, on 
application at the Chief Cashier’s Office, be informed whether any allotment 
has been made to them 

9 Payment for Bills allotted on a Wednesday must be made on or before 
the following Tuesday- 

10 Those applicant's to whom an allotment of Bills has been made will 
be furnished with a form to be filled up with the particular of the Bills 
desired, which must be left at the ( Chief Cashier’s Office before 12 o’clock 
on the day preceding that on whicli the Bills are required , the Bills will be 
delivered next day on payment m cash not latei than 2 o’clock 

11 In addition to the tenders mentioned above for Bills to be allotted on 
Wednesdays at 1 o’clock, applications may be made on any Wednesday after 
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the result o£ the allotment hab been announced (but not later than 3 o clock! 
on Satm day between LI and 12 30, and on any other day between 11 and 3,’ 
at the Chief Caslnei s 0 thee of the Bank ot England foi mteimediate Bids 
diawn on the Government of India, the Government of Madias or the 
Government ot Bombay No pledge can be given that such application* 
will be complied with , but, if intermediate Bids are granted, the following 
condition will be obselved, viz, that if, at the preceding allotment, Bills 
have been allotted to the full amount pieviously announced, mteimediate 
Bills will only be gi anted at lates exceeding by at least one thn ty-second of 
a pennv pei lupee the minimum puce at which an allotment was made If 
howevei, the minimum price has exceeded Is the lupee this condition 

will not be eufoiced, as the Secretan of State in Council is piepaied to sell 
until further notice intermediate Bills at Is kjd the rupee 


12 If an mteimediate Bid is granted on a Tuesday, payment must be 
made on the same day , if a Bill is gianted on any day other than Tuesday, 
pa} ment must be made not latex than the following Tuesday 


Sale of Telegi aphic Transfers 

13 Applications for Telegraphic Tiansfeis on the Government of India 
the Government of Madias, and the Go\ eminent of Bombay, wid be 
lecoived on behalf of the Secietai} of State for India m Council at the 
Chief Cashiei’s Olhce it any time between 11 and 3, except on Saturdays, 
when the hours are fiom 11 to 12 30 Those which aie received on 
Wednesday befoie 1 o’clock will be opened ar the same time as the tenders 
for the weekly allotment of Bills, and, if tiansfers aie then granted, the 
fact will be announced at the same time and m the same manner as the 
allotment of Bills Transfeis will be gianted onlx in thousands of rupees, 
and in no case for less than one lakh , except that an applicant to wdiom a 
transfei has been gianted at the time of the u-eekly allotment of bills may be 
allowed ail additional tiansfei of an amount (m thousands of rupees) less 
than one lakh, piovided that such additional transfei is paid foi (at the price 
fixed for the tune being by the Secietai} ol State in Council) on the same 
day as the tiansiei oiigmally granted Applicants tendering on Wednesday 
befoie 1 o’clock both lor bills and tiansfeis, may, if they wash it, insert m 
their tender for tiansiei s a request that, if that tender be not sufficiently 
large to secure an allotment of one lakh of rupees, it may be increased to 
the necessai} extent by l eduction of then tender for Bills 

14 Ha transfei is gianted on a Tuesday, payment must be made oil the 
same day , if a tiansfei is granted on any day other than a Tuesday, 
payment must be made not later than the following Tuesday 

15 The necessary telegram to enable the amount of a transfer to be 
issued to the recipient m India wall be despatched on the day on which 
pa} ment for the tiansfer is made at the Bank of England 

Genei al 

lb The sales of Bills and Telegraphic Transfeis, and the rates at winch 
they have been made, will be fiorn time to time announced at the Bank of 
England, and the total amount sold up to date since the 1st of April, with 
the° sterling lealised, will be similarly announced on each Wednesday 
morning at 11 o’clock 

17 The Secietary oi State m Council, vdnle making the foregoing 
announcement as regaids the practice to be ordinarily pursued, reserves to 
himself the light oi rejecting the whole or anypait oi any tender and of 
depaiting m am respect without previous notice from the terms of this 
announcement, should circumstances render it expedient 


India Office, 
25th August 1909 
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II 

Condi j ions on winch the Secietaiy of State for India in Council is -willing 
until further notice to purchase Sovereigns m Tiansit from Australia or 
Egypt by giantmg Telegraphic Transfers on Calcutta, Madras, and Bombay 

\ 1 


1 A list is kept at the India Office of banks and firms from whom 
the Secretary of State is piepared until further notice to purchase sovereigns 
under these rules for delivery m London 

2 Purchases will not be made from institutions vlio.se bead offices aie 
not m the British Empire unless the offei of sale is accompanied In the 
guarantee of an approved English bank 

3 The sov ereigns are to be consigned to the Secretarj of State for India 
in Council, London, and the hills of lading made out in his fnvoui , or, if 
the sovereigns are not so consigned, the bills of lading are to he endorsed 
m his favour In eveiy case the hills of lading must be posted to the 
Undei Secretary of State, India Office, and a letter addiessed to him bj 
the seller in the form annexed 

4 Sovereigns consigned to the Secretary of State from Egypt must be . 
shipped in a vessel of a regulai line approved by the India Office 

5 The date of issue of the telegraphic transfers and the rate of exchange 
are subject to the following conditions — 

.4 — In the case of Gold consigned fiom Aushalia 

At the option of the institution tendering the soveieigns, transfers mil be 
granted either — 

(1) Ten days aftei the depaituie from Fremantle of the vessel in which 

the soveieigns are shipped, at the late of Is Jrf the rupee , or 

(2) On the day following the depaituie of the vessel from Fremantle, at 

the rate of Is 4Ajd the rupee 

B — In the case of Gold consigned /? om Egypt 

At the option of the institution tendering the sovereigns, transfeis mil be 
granted either— 

(1) On the adv ertised date of arrival at Bombay of the next Peninsular 

and Onental vessel leaving Port Said after the date of shipment of 

the sovereigns to London, at Is 4 d the rupee , or 

(2) 'On the date of shipment from Egypt to London, at Is L,W per rupee 

August 1910 , 


[Form of Application opposite 1 
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To the Under Secretary of State, 

India Office, S W. 

Sir, 

With reference to the attached statement of the conditions under 
which the Secretary of State for India m Council is willing to purchase L.r 
delivery in London sovereigns m transit from Australia or Egypt b\ issuing 
telegraphic transfers to an equivalent amount we have to inform jou that 

£ m sovereigns has been shipped 

by us fiom [ Port of Shipment ] bv the 


SS 


, , leaves Fremantle 
_ which on 


The Bills of Lading have been 151 fa' our of the Secretarv of State 

for India m Council, and have been posted to the Under Secretaiv of Stite, 
India Office, London 


We have to request that, m paj r ment for these sovereigns, 
telegraphic transfers to the amounts specified below may be granted 
on the 101 , in favour of 


fAhmel 


VI 7 — 





Rs 1 

1 

Knte | 

Amount in btrrlmr 

On Calcutta 

On Madras 

On Bombay 

jj 

j 

i 

£ 

Total 





We hold the Secretary of State m Council covered by the insurance 
policies noted below which are open to 5 our inspection 

We are, Sir, 

1 

Yours faithfully, _ . 


Particulars of Insurance Policifs 
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Table II. 

COUNCIL BILLS AND TELEGRAPHIC TRANSFERS 


Comparison oi Budget Estimates with Aoiual Drawings, 1872-3 ro 1 808—0, 
and 1899-1900 to 1912-13, and Avuivc.r IUtes oi Exchange at which 
Drawings were made 




1 

1 

I 

J Yctaa! Amount 

Companion 
with jSiidgi t 
(-4)1 KtLW 

( — ) Shortage 

1 

! 

1 V-von^c Hate 

j 

1 

1 

Remarks 


■c 

£ 

L 

1 

j * 

d 


1872-73 

13,000,000 

13,939,095 

+ 9 39,09) 

! 1 

10 751 


1873-74 

13,500,000 

1 13,285,67S 

-211, o22 

1 

10 351 


1874-75 

10,000,000 

10, S 11,615 

3 811,615 

1 1 

10 156 

1 

1875-76 

11,300,000 

12, 389,6 1 3 

-1,010 1ST 

’ 1 

9 626 

1 

1876-77 

1 3,660,000 

< 12,695,800 

-001,200 

1 1 

8 508 

j 

1877-78 

12,250,000 

1 10,134, 155 

-2 111 ui* 

1 1 

8 791 

,*!' inline 111 India 

1878-79 

17,000,000 

13,918,565 

! ->,011 lo 7* 

! 1 

7 791 

1 

t 

1879-80 

15,000,000 

| 13 261,810 

+ 261810 

1 

7 %1 


1880-81 

16,900 000 

1 15,239 677 

—1,660 J2o 

! 1 

7 9,(, 


1881-82 

17 200 000 

112 129 

+ 1 212 129 

1 

7 895 

+]?odnetmn mitinh due to 

18S2-83 

15 312 000 

I 1 120,521 j 

-221 170 

1 

7 525 

| line vpcctcd iicitpt of 

1883-84 

16 300,000 

1 7 599 805 1 

+ 1 299 Ml , 

; 1 

7 5 36 

1 1,701000? on mu, lint 

1884-85 i 

K),)00 ooo 

13,758 909 1 

-2 711 0011 

1 

7 308 

of e ijiit ,1 of Soul 111 HI 

1885-86 | 

13,773,700 

10 292,692 

- l,181,00Si 

1 

(> 251 

! Mihmtt 1 Knilune 

1886-87 

13,331 400 

12,136,279 | 

-1,101 1211) 

1 

5 111 j 

[^Suspension of tolling,' of 

1887-88 ! 

16 250,000 

15 358,577 

-SOI 121$ 

1 

1 898 j 

Blund dullm it com 

1888-89 

1 4 000,000 

1 1 262,859 ‘ 

+ 262 959 j 

1 

l 379 

mended In l’i evident 

1889-90 

1 1,689,900 

1 > 17 1 196 ’ 

8 781596 

1 

1 566 1 

E/nitcd Stitiv of 

1890-91 

1 1,989 000 

1 > 90 9 0 34 , 

+ 980031 

1 

6 0s9 , 

\mct it 1 

1891-92 

16, 000, 000 

16,093851 i 

+ 9 3 851 

1 

1 733 iSGuat dtpiiwun in 

1892-93 

17 000 000 

16 5 32 215 

— l0~,76~> 

1 

‘2 9^., 

ti ndt 

1893-94 

Is 700,000 

9 530 235 

-0 100 7 6)j| 

1 

2 517 ! 

|[ 1 mil 111 Mints elosul to 

1894-95 

17 000 000 

16,90, 102 

-01 SOS 1 

1 

1 300 j 

fiee tmnnirt Jltjit it 

1895-96 

17 000,000 

17,61,1,192 1 

+ 661 192 1 

1 

1 63s 1 

of puulmuig el nuts 

1896-97 

16 500 000 

1 5 526 5 17 

-0 Toll! 1 

1 

2 150 

of Shcimin \e t United 

1897-98 

1 3,000 000 

9 501, ,077 

-0 101 02 >• 

1 

3 106 > 

St ttts of Ilium 1 

1898-99 

It), 000, 000 

18 692 377 1 

+ 2 692 377 

1 

3 978 

* 1 amine in Indi t 

1899-1900 

17,000,000 

19 067 022 ! 

+ 2 067 022 1 

1 

1 068 

**8t\eu fuiluie of ctops 

1900-01 

16,140 000 

1 3, 300 277 

-7 110 72> , *< 

1 

3 97 3 

in 1869 

1901-02 | 

It), 500 000 

18,5 39,071 1 

+ 2 0V),071 

1 

3 988 


1902-03 1 

16 500,000 , 

18 199 916 1 

+ 1 999 916 ' 

1 

1 002 


1903-04 - | 

17 000 000 

2 3,8 ,9 303 

+ (>959 303 

1 

I 019 


1901-05 

16,500,000 . 

2 1, 125 558 

+ 7 925 558 

1 

1 015 


1905-06 > 

17,8 33 000 1 

32 166,97 3 

+ 1 1 3 33 97 3 

1 

1 012 


1906-07 

17 ''00,000 

13,157 196 . 

+ 15 3o7 196 

1 

1 08 3 


1907-08 

18 100,000 

16 2 32 062 

-1 SOTO 38’tt, 

1 

1 029 , 

ttruluiL of monsoon, 

1908-09 ! 

18,500,000 

13,915,126 

- t,lbl )~/++, 

1 

3 9 31 | 

1907 mom tint ensis 

1909-10 

16 200,000 

27 096, 5S6 

+ 10,800,5'-0 ! 

1 

1 011 ! 

in lint net, setere 

1910-11 

15,500,000 

26 78 3, 303 

+ 1 1,283, )0.3 

1 

1 060 

and gent ml tilde 

1911-12 

17,158,300 

27,058 550 

+ 9 900,250 

1 

1 083 

tit pi t ssion 

1912-13 

15,500,000 

25,759,706 

+ 10 259 701, 

1 

1 058 : 



Foi tilt penod 1872-73 to 1808-99 the mirage diffeitnct' hitmen tlu Budget Estimate* and the 
actual amounts dmn nas i shoitage of 837,525/ 

I 1 o'" the penod 1899-1900 to 1912-13 the ateragt difference tens an exceiR of 5 95*2 119? 
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Table III 

Bills and Telegiuphio Tranters 

Amounts paid foi in the Fust and Second Halt of eacli Financial Yeai 

1894-95 to 1912-13 


Ycir 

Vpnl to September 

Average 

Rate 

October to March | 

1 

Average 

Rate 

Rupees 

Stalling 

It apt ts 

Sterling 


Rs 

C i 

s 

d 

Rs 

i 

c 

«? 

d 

1891-05 

15,88,14,871 

8,7 30,043 

i 

1 190 

15 08,53,927 

i 

8,175,059 

i 

1 006 

1S95-96 

10,02 9o,1jS 

9,22 5,992 

i 

1 301 

11,45,59,215 

8 448,500 

i 

2 026 

1S96-97 

10,12,10,913 

9,051,815 

i 

2 111 

9,30,59,192 

5,871,702 ! 

i 

3 010 

1897-9S 

0,85,20,590 

1,252,887 

i 

2 S90 

7,9G,07,42(J | 

5,253,190 j 

i 

3 837 

1898-99 

12 91,90,131 

S, 590, 391 

i 

! 921 

15,12,07,540 1 

10,101 9S3 

i 

1 028 

1899-00 

12,23,17 102 

8,157,13 3 

i 

1 002 

10,24 53,511 1 

10,909 5S9 ' 

i 

4 117 

1900-01 

0,38,00,175 

1,21 1,2&1 1 

i 

3 901 

13,00, 31, 51S 

i 9,055,996 

i 

3 977 

1901-02 

9 01,91053 

0 3S5 759 

i 

3 932 

18,21,00,397 

12153,312 

i 

1 017 

1902-03 

9,91,00,280 

0,003 929 

i 

3 935 

17,80,00,985 

' 11,090,017 

i 

1 039 

1903-01 

1 l,2u,05 137 

9,502,887 

i 

3 993 

21, 41, 89, 70S 

i 11,350,410 

I 1 

1 080 

1901-05 

13,17 71,989 

S 003,229 

i 

1 015 

2 3,05,85,371 

l 15,132,129 

, i 

4 062 

1905-00 

15,25,02 177 

10,179,857 

i 

1 020 

32 87,10,779 

j 21, 9S7.110 

1 

1 

4 052 

190G-07 

17,77,10 0S1 

11,807,805 

i 

1 028 

31,70,59,592 

21,289,391 

i 

1 113 

1907-08 

1G, 11, 87, 898 

10,790,875 

i 

1 070 

S 18,57,517 

1 5,135 1S7 

i 

3 936 

1908-09 

3,15,51,751 

2,095,250 

i 

3 9 3S 

17,S0,S5,137 

j 11,820,170 

i 

3 930 

1909-10 

15, 32,35 100 

10,181 091 

I 1 

3 951 

25, 21, SO, 71 5 

| 10,911,692 

i 

, 1 

4 093 

1910-11 

17,13,31,579 

11,135 911 

i 

1 019 

22,89,09,17b 

1 15 317,392 

| I 

1 091 

1911-12 

17,90,97,508 

12,019,985 

i 

1 053 

22, 10, 73, ISO 

15,0 3$, 085 

i 

1 108 

1912-1 3 

11,07,11,101 

9,S09,18S 

i 

1 013 

23,82,13,771 

15,950,518 

j i 

1 066 


Aten go 

8,501271 



A\emirc 

12,391,2S5 




Foie — I t v, ill be seen that the amount di awn in the second half of the 
financial yeai exceeds that diawn m the fast half by moie than 44 per cent 
on the aveiage, and is almost mvaiiably diawn at a highei late of exchange 


\ 1*10G8 
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Note 1 — The difference between < dum on Location , . _ 

to the fact that the formei aie the an on from the salfTof those d^fpT 611 * ° £ Geneial Balances (P a ge 82), is duo 
2 The figures of net import of sona^ement of fl-enor-ol ... 

Government account ° ‘ ces> as Ble tatter include movements of gold on 

Excluding Government Transactions 1 1899-1900 c 1900-01 " Z I 


Gloss Exports of Merchandise 
„ Imports of Merchandise 

Net Exports 


Percentage of excess of Exports over 
Imports 


72,650,800 71,579,300 82,976,600 

47,141,200 50,851,900 54,346,000 


•6 

85,877,900 

52,525,300 



This excess was met either m whole 
or pait by — 

I Imports of — 

(1) Government secmities, 

net (+) 

(2) Silver bullion and coin, 

net (+) 

(3) Gold bullion, net (+) 

+ 414,900 

+ 2,379,200 

+978,700 

i 

-908,300 

+ 949,100 

+ 146,500 

+ 1,212,700 

+ 4,169,800 

Nil 

+ 1,152,500 

+ 4,651,000 

+ 898,900 

To the amount of — 

3,772,800 

187,300 

5,382,500 

6,702,400 

And II Impoi ts of — 





(1) Council Bills (see Note 1 

above) 

(2) Sovereigns, netimport(+ 

18,703,800 

18,824,500 

18,535,800 

18,724,000 

+ 5,315,000 

+4,897,200 

+ 3,363,300 

+ 5,413,900 

(see Note 2 above) 

To tbe amount of 

24,018,800 

23,721,700 

21,899,100 

24,137,900 

■ 


Excluding Government Transactions 1909-10 



Gross Exports of Merchandise 
„ Imports of Merchandise 

Net Exports 


£ 

125,253,000 

78.040.000 

47.213.000 


£ £> 

139,921,300 151,896,100 164,364,800 

86,236,000 92,383,200 107,343,900 

53,685,300 59,512,900 57,020,900 


Percentage of excess of Exports gQ 

over Imports 


This excess was met oithei m whole 
or part by — 

I, Impoi ts of — 

(1) Government securities, 

not (+) 

(2) Silver bullion and com, 

net (+) 

(3) Gold bullion, net (+) - 

- 520,000 

+ 6,246,700 

+ 5,240,000 

+ 1,620,000 

+ 5,738,800 

+ 7,610,900 

+ 706,700 

+ 3,528,800 

+ 6,712,700 

To the amount of - 

10,966,700 

14,969,700 

10,948,200 

And II Imports of — 

(1) Council Bills (see Note 1 

above) 

(2) Sovei eigns, net impoi t ( + 

(see Note 2 above) 

27,820,000 

+ 9,213,300 

26,286,700 

+ 8,374,900 

26,780,000 

+ 18,465,500 

To the amount of 

37,033,300 

34,661,600 

45,245,500 


(Figure not 
available) 
+ 4,382,500 

+ 7,280,800 



(Revised ostnnate ) 



a In March 1894 the duties on imports 

c Tlio sovereign was declared legal tenc^porta 0 f Gold Bullion separately , the combined figure is shown under Sovereigns 
e hot result of hills paid m India and d ^ 
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Table V. 

A Comparative Table showing the Sales op Bills and Telegraphic Transfers 
TOR THE PERIOD OCTOBER TO MARCH, INCLUSIVE, 1911-12 AND 1912-13 


Week ending 

Titesdm 

Amount 
of Bills 
and Tele- 

Ratos 

! 

Week ending 

Tuesday 

Amount 
of Bills 1 
and Tele 

Rates 

graphic 
Transfers 
sold (m 

Bills 

TPs 

graphic 
TranBfors 
sold (in 
Lakhs of 
Rs) 

Bills 


1 9 

o 



Lakhs of 
Rs) 

| Highest j 

Lowest 

Highest 

Lowest 


Highest 

Lowest 1 

! 

Highest 

Lowest 

1911 

10th Oct 

GO 

' <? 

1 

<! 

‘h’r 

! s 

1 

d 

! 

1 

8 

1 

d 

IjV 

1 

a 

1912 

8th Oct 

i 

; 

81 6 

s 

1 

>1 , 
*Tu j 

l 

J ! 
* 1 

s 

l 

u 

4 tV 

s 

1 

« 

4 * 

1 7th Oct - 

60 1 

i i 

■ht- 

- 


1 

41 

i 

i/. 

15th Oct 

GO 

1 

4A 

l 

*A ; 

i 


t 

<A 

21th Oct 

00 7 

i 

h'j 

1 

Wi 

f 

1 

U 

1 

1A 

22nd Oct 

CO 8 

1 

Iff 

i 

It’s j 

i 

4A 

i 

4ff 1 

31st Oct 

"0 

; j 

j 

HV 

1 

*rV 

1 

■H- 

i 

iA 

29th Oct 

GO 1 

1 


! 1 

A 

1 

1 

i 

4A 

7th Nov 

90 

i 

f.v 

1 

v j 

I 1 


i 

‘A 

oth ><ov 

81 J 

1 

ii: 

i 

‘A 

i 

4A 

i 

4ff- 

14th Xo\ 

•>0 J 

i 

hfc 

1 

; 


— 


— 

12th Nov 

80 

1 

4* 

i 

t 5 '- 

I 1 

h\ 

i 

4 A 

21st Nov 

52 2 

i 

i A 

1 

4A 

1 


i 

4A 

19th Jsov 

81 9 

1 

4A 

i 

IA 

I 1 

4* 

i 


2Sth Xoi 

1 10 0 

i 


1 

1* 1 

1 

iA 

i 


26th >»or - | 

80 1 

1 

4ff' 

i 

*A 

1 

1 

4 A 

i 

4 A 

5th Dec 

11 1 

i 

h\ 

1 

4A 


— 


— 

3rd Dec 

82 3 

1 

4A 

i 

4rV 

i 

iff’ 

i 

h‘ 

12th Dec 

40 7 

i 

4A 

1 

1A 


— 


| 

10th Dec 

94 

1 

4 A 

i 

*iV 

i 

Ijff 

i 

**TT 

19th Dec - 

JO 9 

i 

h\ 

1 

4* 


— 


— 

17th Dec 

10S 1 

1 

4} 

i 

4A 

i 

4A 

i 

H 

2Gth Dec 

19 2 

i 

1A 

1 


1 

il 

i 

4A 

23rd Dec 

143 3 

1 

U 

i 

4 S \ 

i 

Iff’v 

i 

41 

1912 



1 







31st Deo 

130 2 

1 

i> 

i 

h' 

1 

i 

i 

n 

i 

H 

2nd Tnn 

! 

! G T s ! 

i 

ii 

1 

i; 

1 


i 

1', 

1913 










9th Jin i 

60 1 i 

i 

h'- 

1 

4 A 

1 

i; 

1 1 

I 

11 
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Table VI 


Council Bills and Telegraphic Transfers sold and Net Imports or Sovereigns 
on Private Account into India top each Month 1911-12 and 1912-13 


Month 


1911- 12 

Api il 

Hi) 

Juno 

Tulj 

August 
Septembei 
Octobei - 
Ncu embei 
Decembei 
Tamm \ - 
SVbiuaiy 
Alaicli 

1912- 13 

April 

Alay 

June 

Julj 

August 
Septembei 
Ootobei 
No\ eniboi 
Decembei 
T muni) 
Febi uai) 
Alai oil 


Prices lealised 


Bills 

J olographic Transfers 

Highest 

! Lowest 

1 

Hi 

glirsl 

Lowest 

<? 

(i 

s 


s 

d 

9 

<i 

i 

4* 

1 

^To 

] 

«; 

i 


i 

4-rr 

1 1 

Qn i 

J S~- 

1 1 

4 ; 

i 

4 

i 

H- 

1 

3 u 

J io \ 

1 

4* 

i 

3]’ 

i 

‘h'v 

1 

1 

1 

i;.- 

i 

4;- 

i 

4- 1 - ; 

1 

4 

1 

4 t ’„ 

i 

1 3 ’- 

i 


1 

* , 

1 

4 l 

* 

i 

4 A 

i 

1 

4j- 

1 

4jV 

1 

u 

i 

4; 

i 

4A 

1 

J-J- 

1 

4,’- 

i 

4* 

i 

4’- 

1 

J ! 
1,1 1 

1 

1A 

i 

4j- 

i 

4J 

1 

4 a’- 

1 

4=-. 

i 

n 

i 

n 

1 

4 7 , 

1 

4j 

i 

4i 

i 


1 

4* 

1 

4-A 

i 

4,V 

i 

4* 

1 

is 1 - 

1 

4jt 

i 


i 

4, i 1 

1 

4 

1 

4* 

i 

tj 1 - 

i 

1 

T 1U j 

1 

4j'- 

1 

4A 

i 

4* 

i 

11 1 
^1 0 1 

1 

1 i 

1 

.j. 3 
* 3 

i 

4_i_ 

i 

l._J_ 1 
Tl 1 

1 

h'~ 


Nos 

sales 


i 

*tV J 

1 

Jjj ‘ 

T 3 - 

| 

1 

4-L. 

' 1 

4* 

i 

h\ 

1 

t 

1 

4-— 

! i 

4-A 

i 

h'~ 

1 

1 

4-A 

1 

4j’- 

( i 

4 i_ 
r 

i 

H 

11 

A I_ 

1 

4A 

1 1 

4* 

i 

4 ; 

! i 

h x _ 

1 

4J 

1 1 

i 

4 T V 

i 

1 T V 

ii 

i 

4 

1 

4* 

1 1 

4jV 

i 

h'- 

j i 

.ly 

1 

4P- 

1 1 

i 

4 


Iota! amount of 
Bills and Telegraphic 
Transfers Sold 


I 

(B 

Rs 

54 10,413) 

ITT 

303,84,000 j 

(B 

71,00,439 ) 

| FT 

371,44,000 ) 

fB 

102,08 1S9 ) 

ITT 

138,64,000) 

J?T 

131,04,232) 
80 70,000 ) 

f B 

215,79,000 ) 

ITT 

35,21 000 ) 

(B 

193,79,293 ) 

( T T 

37,47,000) 

) B 

191,94,509) 

)TT 

40,54,000 j 

(B 

228,01,351 ) 

(tt 

7,01,000 ) 

)B 

130,0S,49S ) 

( FT 

55,02,000 ) 

) B 

84,63,039) 

( T T 

645,26,000 ) 

P 

07,38,052) 

( T T 

120,28,000 ) 

)B 

75,79,133) 

(TT 

290,22,000 j 

fB 

125,84,000 ) 

ITT 

1 13,29,000 ) 

fB 

129,21,075 ) 

ITT 

155,53,000 ) 

f B 

107,75 912 l 

ITT 

105,93,000 ) 

f B 

220,19,929 ) 

(TT 

54,47,000 ) 

fB 

201,40,767 ) 

(TT 

- j 

fB 

217,49,093) 

(TT 

4,4S 000 ) 

fB 

309,33,46S ) 

(TT 

43,83,000 ) 

1 B 

277,57,060 ) 

l T T 
fB 

46,10,000 ) 
229,44,513) 

( T T 

24S 39,000 ) 

P 

254,97,991) 

(TT 

318,99,000 ) 

P 

63,66,792 ) 

(TT 

357,17,000 ) 

fB 

55,50,946 ) 

(TT 

1 

176, S3, 000 ) 


Average Kates realised in 
decimals of n Penny and 
to the nearest ^-nd °f 
a Penny 

j 

Net 

Import*? 
of So%e 
roigna on 
Private 
Account 
into India 

? d 

£ 

1 1091, sa) (Is 4s\d) 

999,945 

1 1063, sa) (Is 1 T V<) ) 

1,017 571 

1 4 008, si) (Is 44) 

171,819 

1 4 0,3 S, sa) (Is 4J (1 ) 

444,191 

1 4 028, say (Is 4-R(7 ) 

325.29S 

1 4 057, si) (1* 4 jV7 ) 

442,966 

1 4 071, sii) (Is 1,’jrf ) 

1,660,090 

1 1046, si) (Is IjVZ) 

1,567,542 

1 10SC, si) (Is 4 s’. d) 

1,660,92S 

1 4130, si) (Is }(,7) 

2,954,216 

1 1 124, sa) (Is 4 Id ) 

1,272,225 

1 1 105, su) (Is i s y ) 

2,711,589 

1 1058 sa) (Is 1 t V<7) 

1,196,174 

1 1 039 sa) (Is 4J r rf ) 

1,500,615 

1 4 049, sa) (Is lf-d ) 

2 516,542 

1 10 59, sa\ (Is i-J-r? ) 

S9S,973 

1 1031 sa) (Is 4 ,'-(? ) 

1,822,480 

1 1 010, saa (Is 4J t( ?) 

923,925 

1 10Q 3, sa) (Is 4 r V?) 

744,902 

1 4 054 sa-\ (Is 4 T ’ C (7 ) 

520,331 

1 4 111 say (B 41(7 ) 

2,101,829 

3 4 085, sa) (Is 1-Arf) 

3,421,495 

1 4 012, sn (Is l 3 V7) 

1,157 000 

1 4 014, sa) (Is W) 

S09,S80 
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APPENDIX Vm 


Memorandum on the Paper Currency Reserve submitted ly 
Mr F W Newmarcii, Financial Secretary 

r „ U ? d ^ Ct i° f ^ he Goveinoi-General Nos VI of 1839,111 of 1840 and General 
IX of 1848 the Piesiciency Banks of Bengal, Bombay and Madias weie historical 
authorised to issue notes payable on demand, but the issue of the notes was sketcl1 
pi actically confined to the three cities of Calcutta, Bombay and Madias 
These notes weie not legal tender The issues were limited to maxima of 
two cioies of rupees m the cases of the Banks of Bengal and Bombay, and of 
one ci oi e m that of the Bank of Madras These Acts were repealed by Act XIX 
of 1861, pioudmg foi the issue of a Papei Cuirency through a Government 
Department by means of notes of the Government of India payable to bpaiei 
on demand These notes were made legal tendei within the circles of issue 
Since the 1st Maich 1862, when this Act took effect, no banks have been 
alloived to issue notes in India 


2 Under this Act notes of such denominations not being less than 
ten mpees as might be fiom time to time prescnbed weie issuable against 
cuiient silver corn of the Government of India or standaid silver bullion oi 
foreign silvei com at the rate of Rs 979 per 1,000 tolas of standaid silvei 

* The tola, lvlucli is the eight pf the ^ for coinage Provision was also 

made for the issue, under notification 
of the Government of India, of notes 
against gold com of the Government of 
India oi against foieign gold com or gold bullion 


rupee, is equal to ISO grams or thiee- 
eightlis of m onnce, Troy The mpee con 
tains 165 grains of fine sihei 


3 It was provided that bullion and com should be letamed as a Reseive 
to pay the notes issued, with the exception of such an amount not exceeding 
four croies of rupees as the Governor-Geneial m Council with the consent of 
the Secietaiy of State for India might from time to time fix This amount l'ho invested 
was to he invested m “ Government Securities ” portion of 

In Decembei 1863 the composition of the Reserve against an issue of 1,10 Eeseive 
notes foi Rs 5,11,00,000 was as follows — 

Rs 

Silvei Com Reserve - 1,93,22,868 

Silvei Bullion Reserve - - 1,17,00,000 

Government Secunties - 2,00,77,132 


5,11,00,000 

The invested poition of the Reserve, it will be seen was about two- 
fifths of the whole 


4 The maximum poition of the Reserve which might be held m 
“ secunties of the Go\ eminent of India ” was increased by Act III ol 1871 
to 60 m illi ons of rupees, it was subsequently laised to 80 millions by 
Act XV of 1890 and to 100 millions by Act XXI of 1896 

5 A latei Act, No III of 1905, while raising the limit of the invested 
portion of the Reserve to 120 millions of rupees (value at the puce at which 
they ate purchased), introduced a change m the description of the secunties 
m which investments might be made by substituting ioi “ securities of the 
Government of India,” “ securities of the United Kingdom of Gieat Britain 
“and Ireland or of the Government of India, or secunties issued by the 
“ Secietaiy of State fox India m Council undei the authority of Act of ParLa- 
“ ment and chaiged on the revenues of India ” It also piovided that the value 
of such secunties as Aveie not secunties of the Government of India should 
not exceed 20 millions of mpees A subsequent Act (No VII of 1911) 
laised the limit of the invested portion of the Reserve to 140 millions of 
rupees, and it provided that the amount of securities othei than those of the 
Government of India should not exceed 40 millions of rupees 
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Council 

on 


hlontli 


1911- 12 

Api il 

May 

June 

Tuly 

August 

'septombei 

October 

Nm einbei 

Decembei 

T muii y - 

Boburay 

March 

1912- 13 
Apul 
ir-iy 

Tune - I 

I 

July - , 

i 

August | 
September I 
October 
No\ embei 
ITecembei 
January 
lebi iniy 
M ai cli 


Table VI 


Bills and Telegraphic Transfers sold and Net Imports of Sovereigns 
Private Account into Indi\ tor each Month 1911-12 and 1912-13 


Prices leahsed 


Bills 


Highest t Lon cst 


I olographic Transfers 
Highest j Lowest 


lot'll amount of 
Bills and Telegraphic 
Transfers Sold 


Vverage Hates realised in 
decimals of a Ponny and 
to the nearest -jVnd of 
t Penny 


s d 
1 4* 

1 4* 
1 lo- 
1 4* 
It’, 
4 A 
4"j- 
4;- 
4. 1 


1 41 


4; 


1 4* 

1 4tV 

1 1 

1 4 
-*■ ^ 1 1. 


Oil 
J j _ 

3\_» 
4 
4 

4 ; 

4 A 
1 4j’r 
1 4J„ 

1 4,1 
1 4’ 
1 4J 


4tV 1 1 


4jV 

4 

4 1 
1 


1 K 

4, 


4 XT 
4,'- 

4to 

4j'- 

1 

3*3 1 


d 


4 A | 1 11 


41 

4 t > 

i; 


1 4A 


i i: 
1 4 j7 

1 h 

1 4;. 

1 4^ 


1 4J 
1 4-A 
1 4rf- 
1 4f 


Rs 


4j- j { ® T 363,84,000 ) 1 4 001 ’ saj ( ' ls } 


4 

3- ( B 
( T T 

, , (B 
K. ) t t 

4- <f B 
4 h . ,} TT 

4 >'» { T T 

4 A [tt 
1 1 
1 
1 

l 4; 

1 4 t V 


C B 71,00,439 } 
} r T 374,44,000 j 


102, bS 189 } 
ITS, 64, 000 ) 
1)1,04,232 } 

80 70,000 3 
215,79,000 } 

35.21.000 ) 

19 3,79,293 | 

37,47 000 3 
191,94,509 } 

10.54.000 ) 
22S,01,351 } 

7,01,000 | 
130,08,49S } 

55.02.000 j 

( B 84,03,039 } 

I T T 045,26 000} 

( 13 67,38,052 } 

| ( T T 420 28,000) 
f B 75,79,1 33 ? f i 

(TT 290,22,000 3 1 


r “ I ( T T 
4j\ ( rT 

4’ 

(fB 


1 4,V 

1 4^ 

1 4J 
1 4rc 


No sales 
! 

1 4 A 1 4 
4f ,1 * 

4 


f B 

(T 

l B 

1 1 T T 


i i ' f B 
*ic ![tt 

h\ 1 1 4*- 

, t 1 

41 1 4 


4 ’ 

T J 2 

4 r V 


1 4A- 1 


CB 125,81,000 } 
(TT 113,29,000 3 
f B 129,21,075 ) 
(TT 155,53,000 3 
) B 107,75,912 ) , 
( T T 105,93 000 } 


1063, say (Is 4^9) 
4 00S, say (In id ) 

4 038, say (Is 4 7 ’ d ) 
1 4 028, say (Is i-J-d ) 

1 1057, si) (Lr 4 r VO 
1 4 071, say (1? 4jjrf ) 
1 1046, say (Is 1 fj) 

1 1086 sn\ (Is 4Af7) 

1 1 130, say (l s 1(9 ) 

1 4121, say (ls 4(9) 
4105, Mi) (1« lj’ s (f) 


220,19,929 } 1 


, 1 


(TT 51,17,000 3 
fB 201,16,767)1, 

- ) 
217,49,693^ j 


, MB 
T “ I ( T T 
, KB 
i - 1 ( T T 


1,18,000 3 
309,33,4681, , 

43.83.000 3' 
277,57,060 } , 

46.10.000 j j 1 

j 3 B 229,44,513} , 

(TT 248 39,000 3 I 1 

3 13 254,97,991 } , 

" 3,99,000) 1 


( T T 31 S, 99, 000 
f B 03,60,792 } j 

(TT 357,17,000 ) 

r /-v /-v i / ' 


, , 1 ) B 55,50 940} , 

(TT 176,83,000} 1 


4 05S say (Is 4,’jf? ) 
4 039, sai (Is 1-J-rf) 
4 049, say (Is l^i -9 ) 
4 039, sa\ (Is 4 -id) 
1031, sar (Is 4 vrf) 
1010, saj (Is iJjrf) 
4 063 say (Is 4 r ’ 0 d ) 
4 054, sa> (Is 4 X > ? (7 ) 
4 111 say (Ls 419 ) 
10S5, say (Is l-’ rf) 
4 0J2, say (Is l 5 '- f / ) 
1 014, say (Is Id) 


Net 

Imports 
of bore 
reigns on 
Private 
Account 
into India 


£ 

999,943 
1,017,571 
171,819 
4-14,194 
325,298 
442,966 
1,660,090 
1,567,542 
1,660,92S 
2,954,216 
4,272,225 
2,711 589 


1,196,174 
1,500,615 
2 516,542 
898,973 
1,822,480 
923,925 
744,902 
520,331 
2,101,829 
3,421,495 
1,157,000 
809,880 
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APPENDIX VJII 


Memorandum on the Paper Currency Reserve submitted by 
Mr F W Newmarch, Financial Secretary 

r Undei Acts of the Go vernoi -General Nos VI of 1839, III of 1840 and General 
IX of 1843 the Presidency Banks of Bengal, Bombay and Madras weie historical 
authorised to issue notes payable on demand, but tbe issue of the notes was sUtdl 
practically confined to the tlnee cities of Calcutta, Bombay and Madias 
These notes weie not legal tender The issues were limited to maxima of 
two cioies of lupees m the cases of the Banks of Bengal and Bombay, and of 
one cioie m that of the Bank of Madras These Acts weie repealed by Act XIX 
of 1861, piovidmg foi the issue of a Papei Cuirency through a Government 
Department by means of notes of the Government of India payable to bearei 
on demand These notes were made legal tendei withm the circles of issue 
Since the 1st March 1862, when this Act took effect, no banks have been 
allowed to issue notes m India 

2 Undei this Act notes of such denominations not being less than 
ten lupees as might be fiom time to time pi escribed weie issuable against 
cunent silvei com of the Government of India or standaid silver bulliou oi 
foreign silvei com at the late of Rs 979 per 1,000 tolas of standard silvei 

* The tola, winch is the weight pf the fit lor coinage Provision was also 
mpee, is equal to 180 grains 01 tlnee made for tlie issue, under notification 
eighths of an ounce, Troj The rupee con of the Government of India, of notes 
tams 165 gi ims of fine sihei against gold com of the Government of 

India 01 against foieign gold com or gold bullion 

3 It was provided that bullion and com should be retained as a Reseive 
to pay the notes issued, with the exception of such an amount not exceeding 
foui crores of rupees as the Governor -Geneial m Council with the consent of 

the Secietaiy of State foi India might from time to time fix This amount The invested 
was to be invested m “ Government Securities ” poition of 

In Decembei 1863 the composition of the Reserve against an issue of <hc Reseive 
notes foi Rs 5,11,00,000 was as follows — 

Rs 

Silvei Com Reserve - 1,93,22,868 

Silvei Bullion Resei ve - - 1,17,00,000 

Government Securities - 2,00,77,132 


5,11,00,000 

The invested poition of the Reseive, it will be seen was about two- 
fifths of the whole 

4 The maximum poition of the Reseive which might be held m 
“ securities of the Government of India ” was increased by Act III of 1871 
to 60 millions of rupees , it was subsequently laised to 80 millions by 
Act XV of 1890 and to 100 millions by Act XXI of 1896 

5 A later Act, No III of 1905, while raising the limit of the invested 
portion of the Reserve to 120 millions of rupees (value at the puce at which 
they aie pui chased), introduced a change m the description of the secimties 
m which investments might be made by substituting foi “ securities of the 
Government oi India,” “ securities of the United Kingdom of Gieat Britain 
“and Iieland oi of the Government of India, oi secunties issued by the 
“ Secietaiy of State for India in Council undei the authority of x\ct of Parlia- 
‘ nient and chaiged on the levenues of India ” It also piovided that the value 
of such secunties as were not secunties of the Government of India should 
not exceed 20 millions of lupees A subsequent Act (No VII of 1911J 
raised the limit of the invested portion of the Reserve to 140 millions of 
rupees, and it provided that the amount of securities othei than those of the 
Government of India should not exceed 40 millions of rupees 
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6 The invested poition of the Reserve is now 140 millions, or 14 crores 
of rupees, of which 10 crores are represented by secuiities of the Govern- 
ment of India, and 4 crores by secuiities of the Butish Government (see 
also paragraphs 45 and 4b) The coi respondence that jiassed in 1904 and 
1911 between the Secretaiy of State and the Government of India regaiding 
the additions made in those years is attached (Note II , pages 255-83) 

7 A Table (No 1, page 248) appended to this Note shows the total note 
circulation and the composition of the Reserve held against it m (1) silver 
(2) gold (when any portion of the Reserve was so held) and (3) secuiities, as 
these stood at 31st March m each yeai fiom 1S62 to 1913, with the percentages 
borne by silvei, gold, and secuiities to the total amount of the Reseive 

Duiomnm 3 The Act of 1861 did not provide foi the issue of notes of lowei 
tions of denominations than 10 lupees A 5 lupee note was introduced by Act III 


9 The following Table shows the numbeis of the several denominations 
of curiency notes in circulation on the last day of each of the years 1872-73, 
1882-83, 1892-93, 1902-03, and 1911-12 — 


Year 

O 

10 

20 

00 

100 

500 

1,000 

10,000 

1872-73 ^ 

310 001 

970,517 

441,871 

157,965 

214,110 

27,957 

57,635 

576 

1882-83 

475,457 

1,955,0S1 

261,819 

173,132 

301,585 

28,513 

38,158 

2,661 

1892-93 

495,156 

3,917,336 

330,083 

232,182 

56S,06S 

50,618 

67,9S1 

5,103 

1902-03 

872,414 

5,960,226 

462,952 

263,866 

898,724 

56,318 

65,653 

8,712 

1911-12 

2,599,877 

15,090,740 

65,633 

379,255 

1,652,209 

56,102 

92,971 

14, 120 


10 By Act III of 1905 the 5 rupee note issued fiom any town not m 
Burma was made legal tendei m any place m Butish India except Buima 
and was payable at any office of issue not in Buima By Act II of 1909 the 
exception as to Burma was removed, and the 5 rupee note was made 
“ universal ” By Act II of 1910 the 10 lupee and 50 rupee notes w’ere also 
made “umveisal,” and by a notification issued under that Act the 100 rupee 
note w as also made universal from 1st April 1911 The issue of 20 rupee 
notes w r as discontinued under another notification, issued under the same 
Act, fiom 18th Febiuary 1910 

11 There has been a great mciease in the populanty of paper money m 
lecent years, w’hich is partly, but not wdiolly, attnbutable to the umveisah- 
sation of >3110118 denominations of notes 

12 As stated aboie, the Act of 1861 made provision for the issue, under 
notification of the Government of India, of notes against gold com oi bullion 
But this powei ivas not exercised for some time 

Gold appeals for the first time m the Papei Currency Reserve m 1865, 
when 20 15 lakhs were held m that form , the quantity had fallen to 
Rs 72,520 m 1871, and gold disappeaied from the Reserve after 1875 

13 No fuither change m the composition of the Papei Currency Reseive 
l°thei than an increase of the invested portion) was made until 1898 when, 
m puisuance of the recommendations of Lord Herschell’s Committee, an Act 
was passed (No VIII of 1893) providing for the closing of the Indian Mints 
to the fiee coinage of silver This Act took effect from 26th June 1893 On 
the same date the follow mg notifications ivere issued — 

(1 ) Piovidmg for the leceipt at the Calcutta and Bombay Mints of gold 

com and gold bullion in exchange for lupees, at the rate of 7 53344 
giams troy of fine gold foi one lupee 

(2 ) Providing for the receipt of sovereigns and kalf-soveieigns of current 

weight at Indian Treasuries as the equivalent of 15 rupees and 
7 rupees 8 annas respectively 
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(3 ) Providing for the issue of notes against gold com and gold bullion at 
the rate of one rupee to 7 53344 grams troy of fine gold 
Sovereigns and half-soveieigns of current weight vveie to be 
taken as the equivalent of 15 rupees and 7 rupees S annas 
respectively 

(A subsequent notification of 1906 modified the first of these notifications 
so as to provide that only sovereigns and half-soveieigns should be lecened 
at the Indian Mints m exchange foi rupees ) 

14 These weie the first steps towards the establishment of a Gold Sovereigns 

Standard They were supplemented six years later by the Act No XXII of nndc legal 
1899 making British gold coins legal tender tender 

15 In 1S9S an Act had also been passed (II of 189S) enabling notes to The Gold 
be issued against gold held by the Secretary of State in London Tins Noto Act 
Act was intended as a tempoiary measure to meet exceptional conditions 

The balances of the Government of India were at a low level Theie 
was a difficulty m meeting fiom them the Secietaiy of State’s diafts, for 
which there was a strong maiket demand, money being exceptionally dear m 
India, with Calcutta and Bombay bank rates 11 and 12 per cent lespec- 
tively, and exchange having risen to gold point (selling rate of telegraphic 
transfers on India Is 4 3 %d pei lupee) In oidei to meet this crisis the 
Act above lefeired to was passed Undei it the pioceeds of the Secretaiy of 
State’s sales of Council Bills could be set aside at the Bank of England m 
gold as pait of the Indian Papei Cuirency Reseive The Government of 
India could issue notes against the gold so set aside, and with them 
could meet pi o tanto the Secretaiy of State’s drafts, without reducing their 
Treasury balances 

16 The Act authorising this piocedure was, as stated above, intended to 
be a tempoiaiy measure It piovided that gold set apart under it by the 
Secretary of State should be held by him “ until he shall transmit the same, 

“ or what he shall determine to be equivalent to the same, in gold com or 
“ gold bullion to India, or until the Government of India shall appiopnate 
“ and set apart m India as a part of the Cunency Reseive 

“ an amount of com of the Government of India equal in value to such 
“ notes ” 

17 The utility of the Act as something more than an emeigency measure 
was, however, soon lecognised , it was extended foi 21 yeais by Act VIII of 
1898 and for a fuither penod of two yeais by an Act No VIII of 1900, 
which empowcied the Secretary of State to expend the gold held by him on 
the purchase of silver bullion and to transmit such bullion to India for 
cuirency puiposes This Act also enabled the silvei bullion purchased 
undei it to be held as secunty foi currency notes until lupees were coined 
fiom it It also provided that on receiving silver bullion the Government 
of India should com it into rupees, and add to the Cuirency Reseive a 
number of rupees equal m value at 15 rupees = 1Z to the price of the sih er 
bullion bought and transmitted to them By Act IX of 1902 the mam 
provisions of the Act of 1900 weie made permanent 

18 Thus the Secretaiy of State might eithei (l) hold gold in this country 
as pait of the reserve against the note issue m India, or (2) he might tiansmit 
the gold to India to sene the same purpose there, or (3) he might expend it 
on the purchase of silver, also to form part of the lesene Gold or siher in 
transit to India, fiom its location as pait of the resene m England, or vice 
veisd, remains part of the resene -while m transit (Act VIII of 1900, 

Section 2 , Act III of 1905, Section 26 , and Act X of 1910, Section 21) 

19 In practice, only Nos 1 and 3 of the three alternativ e courses mentioned 
in the last paiagraph are adopted Ordinarily the balance of trade m favour 
of India admits of the impoitation of soveieigns on private account to an 
extent sufficient to meet the demands of the public, so that the shipment of 
soveieigns by the Secretaiy of State from England to India is unnecessary 
and vv ould involve a needless waste of money on freight, Ac 
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20 When exceptionally the stock of gold available for issue to the puhhc 
m India is not sufficiently maintained by imports of sovereigns from abioad 
as in the ciisis of 1908-09, the gold held m London can cleaily he better 
utilised for the suppoit of exchange if kept, theie than if shipped to India 
It can, m such a ciisis, be tiansfeired fiom Papei Cmiency Reseive to 
Tieasuiy balances, against an equivalent transfei m tlie reveise direction 
m India Such a double liansfer is equivalent to a leimttance of Tieasuiy 
b alan ces fiom India to London, and may be used to obviate the necessity 
for making a remittance by means of the sale of Council drafts, at a 
time when such a remittance is eithei impracticable oi only practicable at 
the cost of seriously depiessmg exchange 


Holding of a 
portion of 
the Paper 
Currency 
Beseiv e in 
London 


21 Thus the bolding of a poition of the Paper Currency Reserve in 
London selves a double purpose (1), it may be used m payment foi purchases 
of silver, and (2) it may seive as a suppoit to exchange at times when the 
balance of tiade is unfavouiable to India 

22 Some portion of the Reserve has accoidmgly been so held con- 
tinuously since 1905 The amount then held m India had nsen to 
11,000,0001, and appeared to foim a dispioportionately large component 
of the Reseive, while the silvei poition was somewhat low (less than one- 
thnd of the whole), 5,000,0001 weie accordingly shipped to this countiy, 
and it was subsequently decided to aim at holding not less than that amount 
noimally, m London (See conespondence attached, Note III , pages 284-S) 
The amount held theie leached 8,100,0001 m April 1907 , m the exchange crisis 
of 1907-09 it was i educed to 1,500,0001 The amount noAv deposited at the 
Bank of England is 6,100,0001 


23 The tiansfei of a poition ol the Papei Cmiency Reseive fiom India 
to London by the shipment of sovereigns is, howevci, an unnecessanly 
expensive piocess, involving as it does the cost of freight, insuiancc, Ac 
Additions to the stock of gold held m the Paper Cuireney Reseive m London 
are made (1) by earmarking gold from the money at the Secietary of State’s 
credit at the Bank of England, i e , transferring to the Paper Cuireney 

Reserve, so as to allow the Government 
* See paragraph 11 of Note on the 0 f India to issue additional notes 01 to 
and Telegraphic Wlthdl£m rupees fxom lhc R eS en e m 

India , 01 (2) by pm chasing soveieigns 
m tiansit to India, and diveitmg them to London, against telegiaphic 
transfers on India 


sale of Council Bills 
Transfers, page 218 


24 Of the gold com which flows into India m the ordmaiy couise of 
adjustment of trade balance only a small poition passes dnect into the hands 
of the puhhc , far the gieatei pait is tendered to Government and passes 
into the Paper Currency Reseive, to be exchanged for notes or rupees 
Theie is also a steady efflux of gold from Papei Ounency Resene, m 
exchange foi notes oi mpees, which does not, however, prevent the gold 
portion of the Reseive from becoming sometimes unduly laige m piopoition 
to the silvei poition, as shown in paiagraph 22 above Note I, Table 
No III , pages 251-3, shows the influx and efflux month by month from 1st 
April 1899 to 31st March 1911, and week by week from that date onwaids 


Quantities 25 In any yeai of noimal seasons theie is during the wmtei months a 
of (1) silvei large efflux of silver com from Cunency Reseive, which is countei acted, but 
be^hold\n° only to a P aitial extent, by a letuin of rupees from circulation dunng the 
the Pap™ summei months oi dull season The net lesult is that m the absence ol neiv 
Currency coinage the silver poition of the Reserve tends steadily to conti act 
Reseive 


26 In periods of bad seasons and tiade depression, as m the yeais 
1908 and 1909, this piocess may be tempoianly reveised Thus m the 
period 1st April 1908 to 31st Maich 1909 the amount of coined silvei in 

t Paper Curiency and Gold Standard ^ ® ese ); ves T mcieased, with a new 
combined, tee paragiapli 30 etseq, page 244 Coinage OI only 24 51 laldlS, from 3,126 

lakhs to 4, 70S lakhs, so that there w r as a 
net return of 1,557 5 lakhs from circulation m the yeai This, hou'e^er, was 
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altogether exceptional In the peiiod 1S94-95 to 1912-13 the aveiage rate 
oi net efflux from CJuriency Reserve was 617 21 laths per annum ° 


The figuies are as follows — 

1st Apnl 1891- to 31st Maich 1900, average net annual 
efflux . 

1st Apnl 1900 to 31st March 1908, average net annual 
efflux 

1st Apnl 1908 to 31st March 1910, aveiage net annual 
? etui n f i om cm culation - 

1st Apnl 1910 to 31st Maich 1913, average net annual 
efflux 


Lakhs 

320 11 
912 3 
77 
886 


Aveiage net annual jfflux, 1894-5 to 1912-13 - 617 21 


27 Aftei the closing of the Indian mints to the free coinage of silver m 
1893, the couise adopted was to allow the stock of rupees m Currency 
Reseive to inn down by this automatic process of depletion until it should 
leach as low a point as was consistent with safety Fiom 189S onwaids 
sovereigns flowed into the country m adjustment of the balance of trade m 
ia\our of India and passed m considerable quantities into the Cuirency 
Reserve, so that at 31st Maich 1900, the composition of the Reserve, as 
compared with 31st Maich 1894, was as follows — 



1 ‘ 
j 1891 

1900 

[ 

j Amount 

l 

Percentage of 
Total 

Amount 

Percentage of 
| Total 



i 

Lakhs 


I 

Lakhs ! 


Gold - 

- 

Nil 

— 

l,350t 

47 

Silvei 

* 

2,241 

73 7 

523 

18 1 

Securities 

- 

800 

26 3 


34 9 

Total - 

- 

3,041 

i 

100 

2,873 

100 


t Of this 1,125 lakhs (7,500,0001 ) vrerc held in India and 225 lakhs (1,500,0001 ) m England 


28 Before this date, however, it had become apparent that the rupee 
reserve was approaching a dangeiously low level, and the coinage of new 
rupees was begun about the end of January 1900 The silver m Currency 
Reserve fell below 5 crores in Februaiy About 11 crores of rupees were 
added to the coinage m the last mouths of 1899-1 900, and some addition to 
it was made m each year down to 1907-08, the amounts coined in the yeais 
1905-06, 1906-07, and 1907-08 being very large indeed (see Note I , Table TV , 
page 254) The Silver Reserve was never again allowed to fall to so low a 
figuie as that reached in Febiuary 1900, but m January 1904, under 
pressure of very heavy demands due to the activity of trade it fell to 750| 
lakhs of rupees, or about 28 per cent of the total Reserve 

29 Theiewas practically no new comage m 1908-9,1909-10,1910-11, 
or 1911-12 Early m 1912, however, the stock m Paper Currency was 
being rapidly depleted It fell to 1,157 lakhs at 7th May, m addition to 
which there was a further stock of 290 lakhs m Gold Standard Reserve (see 
paiagiaph below), making a total of 1,447 lakhs, and allowing for a certain 
return of silver from circulation during the summer months, it appeared 
clear that the stock held at the commencement of the busy season would be 
below the required amount (see paragraph 37, page 245) Coinage to the 
extent of about 1,575 lakhs of rupees was therefore carried out m 1912-13 

Of this amount 310 lakhs passed into what was until recently known as 
the Silver Branch (see next paragraph)— now the Indian Branch— of the Gold 


* See paragraph 19 above, page 241 
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Standaid Reserve, the remamdei passing luto the Papei Currency Reserve 
The amount held m the two Rescues at Jlst Maich 1913 was 2,245 lakhs, 
as agamst 1,830 at 31st March 1012 

30 Refeience has been made m the last paragraph to the Silver Blanch, 
oi as it is now called, the Indian Blanch o£ the Golil Standard Reserve 
This had its beginning m 1900 Before that date, ? c , since the autumn of 
1904, the Government ol India, ruth the approval of the Secietaiy oi State, 
had held a poilion of then Bapei Gui rency Rescue m the shape of silvei 
ingots, so fai menaied foi coinage by having passed tlnough the piocesse-. 
of melting, alhgating, assaying, Ac , as to be capable of being issued in the 
foim of new rupees within five davs iiom the date of an order to com being 
given CiedR ioi these lupces was taken in the Bapei Curiencj Rescue at 
then bullion \alue, and the amount of the Rescue -=o held was at fust 300 
lakhs of lupces, ? c , silvei put chased at *i cost of 2,000,0001 This silver 
w r ould oi com so produce much moie than 300 lakhs of mpees, but the 
excess o\ei 300 lakhs would bo a ciedit to Gold Standard Rescue, not 
Paper Cui rency Reserve 

31 This reseive w r as intended to bo treated as an emergency resen e, 
only to be diawn upon to meet sudden demands, and when diawn upon to 
be restoied to its autlionsed figure at the earliest possible oppoilurnty The 
banking and commercial public had been alarmed at the rapid withdrawal 
of rupees fiom Cun ency Reseive at seasons of exceptionalU active tiade, 
as m the wintei of 1903-01, wdien the efflux amounted to more than 4 cioies 
of rupees m the one month of Decembei 1903 Apprehensions had been 
expiessed of a possible failure of the supplv of rupees, and the Government 
of India thought that the holding of an emoigency leseue, although held 
within the Papei Cuirencj Reserve, would strengthen confidence in their 
position 

32 The next step was a pioposal of the Government of India, which was 
appioved by the Secietaiy of State in January 190b, to mciease the “ Ingot 
Reseive ” fiom 300 to GOO lakhs of mpees Befoie this was put into ellect, 
liowevei, the oiigmal Resene had been exhausted undei the pressui e of a 
gieat demand foi new mpees, and the Government of India submitted m 
Apnl 1900, a pioposal to hold the increased ingot Reserve not as a pait of 
the Papei Cuuencj Reserve, but as a branch of what had, up to that 
time, been called the “Gold Reserve Fund,” hut which, m view of its 
altered composition it w r as decided to denominate in futiue the Gold 
Standard Reserve 

33 The silvei composing this fund represented, of course, the piofits 
of other coinage, thus reducing pi o lanlo the amount foi the time 
available foi investment m gold sccunties The Government of India 

* Financial Despatch to tho Secietaiy did not iegai d this as an evil Tliev 
ofStite, No 144, dated 26th Apul loot) vviote “as legaids gold, the position 
(See Appendix V , page 137 ) <* ah eady attained is undemablv strong 

“ We have accumulated by a natural piocess a stock of ovei 12,000,0001 
“ in the Gobi Reserve Fund, besides ovei 13,000,0001 in the Currency 
“Reseive, and m addition the papei curiency investment now includes 
“ l‘j millions woi th oi steilmg secmities Duiing seven veais we have 
“nevei been threatened with senous attack from tins side' W T e are fai 
“from afkimmg that the point has been reached oi is m sight, when further 
“ accumulations of gold should cease Even a lelatively small depletion ol 
“ oui total stock of gold might excite public appiehension and this is the moie 
“ impoitant now that it has been decided to divide our stock by holding five 
“ millions oi more m youi cmiency chest m London At the present time 
“ we hold less than four millions of gold m India, and we aie assured that 
“ no material i eduction m this figure would be consistent with public 
“ confidence ” 

Then follow s this important statement “We are liowevei satisfied that 
' further direct additions to the Gold Reseive Fund can with advantage he 
' tempoianlv suspended if such a measuie would enable ns to strengthen 
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“ our position on a weaker side The case of silvei is wholly diffeient 
“ Fiovi fust to last out only piacbical difficulty has been the timely pyomsion 
'‘of i upees, and notwithstanding various improvements of method that 
“ difficulty still remains, and as recent expenenee has again shown it 
“ constitutes a real danger ” 


31 The practice of holding a poition of the Gold Standard Reserve m 
silver has met with much cnticism, and is discussed in Mr Abrahams’ note 
on the Gold Standard Resen c (see Appendix III, pages 94-0) 

It may he mentioned heie that the cour&o adopted m 1906 had the effect 


* The silvei binneli of the Golit 
Standard Reserve iKo foimed the nuclouij 
to which the luge sums, (exceeding 
8 000,000?) received hj the Government 
of India in pin mint foi Bills on London 
vvcie added, in 1 upees, dui mg the cmis of 
1007-00 


ol mci easing the lupee leserves by six ciores without mcieasing at all (as an 
addition of six moies to the silver held luilhm the Papei Cun ency Reserve 
woulci have done) the volume of the notes liable to be piesented foi 

encashment ' The same lesult could 
have been obtained by taking from the 
gold m the Papei Cun ency Reserve 
an amount sufficient to buy silver to 
produce six crores of i upees, and the 
Government of India consideied this 
alternative method, but dismissed it on 
thegiound that it would unduly deplete their stock of gold Takingas the basis 
of then calculations a note issue of 42 crores, against which the invested 
portion of the Reseive was 12, they lrgued that they could not hold within the 
Rescue 18 mores of rupees (which thej regarded as a suitable stock 
wherewith to begin the busy season), as well as an ingot reserve of 4 crores 
(at bullion value, capable of being coined into about 600 lakhs of l upees), 
Imp-fed poi (ion - - 12 Bitbout reducing the gold portion of the 

' ~ Resr i v e to a too low figure, viz , 8 
mores — 5,333, 333J Bj the method 

which they adopted tiny were able to 
hold a total silvei leseive of 24 croies, 
bearing a pioportion of slightly more 
than 57 per cent to the note circulation, whereas, if they had added b mores 
of rupee-. to the Pipm Cuuency Reserve, and theiefoie to the note issue, the 
silvei held would h ive only borne a propoifion ol 50 per cent to the laiger 
note is-me 


Rupees 
Ingot Risirvi 
Iraki - 


- 18 

- t 

- 8 

t2 
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35 The pi opoi tion wlucli the silver leserves should bear to the total 
Paper Currency Reserve bis not, however, been laid down m teims of a 
percentage to the rapidly inci easing amount of the latter As has been show n 
above ( see paragraph 27, page 213), the percentage h is been as low as 18 1 Silver 
m 1900, hut when, later on, it fell again as low as 28 per cent , the situation 

wis Tegaided as dangerous (paragraph 2S, page 213) 

36 Conditions are however, changing, and the efflux of lupees fiom the 
Reserve jn the busj season and the net withdrawal in the whole j ear have 
hardly been on so laige a scale in the recent >ears oi active tiade, 1909-10, 
1910-11, 1911-12 and 1912-13, as iu earlier yeais of trade activity, viz, 
1903-01 to 1906-07 ( sec paragraph 28) Tins appears to have been due 
partly to an increasing popularity of the note cnculation (see paragraphs 
10 and 11 above, page 210), and partlv to an inci easing cnculation of gold com 
On the other hand the total volume oi the Reserve has increased enormously 
— from 39 crores of rupees at 31st March 1905 to 69 mores at the same date 
m 1913 Thus if the requisite reserve of silvei were calculated on the basis 
of a percentage to the total note circulation that reserve would have to be 
75 per cent larger' now than eight j ears ago Such a method of regulating 
the stock of lupees to he held in iheReseivc, or Reserves, would thus be 
clearly mistaken 

37 The formula accepted foi present guidance is that the amount held 
m Paper Currency and Gold Standard Reseive combined should be at 

* If account vveic taken onlj of tlic “ active ” ch cubition, t e , the total circulation less 
notes held in Go\ eminent Treasuries and Piesidoncj Banks, the incicose nonld be less, 
because oiling to the Go\ eminent bnliin.es having been unnsuallj high at the end of the 
pcuoil n question, the ilifleienco hotiicen total and activo nofco calculation at that date must 
have been much above the aveiago The exact figuies of total and active note cnculation at 
list 3Iau.li 1413 ait, however, not available 


.'40 


UOIAL COMMISSION ON INDIAN I INANCf 


least 24 cioies o£ rupees at tlic commencement of the “busy’ 1 season 
(1st October) and not less than 1 74 crores towards tlie end of that season, 
during which there is noimally a Luge withdrawal of rupees fiom the 
Reserve Duung the Octobei — December quartei, the accepted policy is to 
keep the stock in Paper Currency Reserve up to IS crores, coming silver 
foi the puipose as may be necessary, and to hold the 0 crores m Gold 
Standard Reseive intact, but after Slst December to draw upon the silver 
m the Gold Standard Reseive, if necessaiy, so as to maintain a minimum of 
15 cioies m Paper Cuuency Reserve, provided that the total stock of mpees 
m the two Resen es does not fall below 174 cioies at 31st March Rupees 
thus transfened fiom Gold Standard Resene to Cunency Resene are 
to be replaced by gold tiansforred from the latter to the foimei Reserve 
After the busy season closes and when the return of rupees fiom circulation 
into Currency Reserve has set in, gold is to be transfened back from Gold 
Standard to Currency Resene, m exchange for silver tiansforred from the 
lattei to the foimer This anangernent gives a dogiec of elasticity to the 
system and enables the Papei Currency to be w'oiked safely with perhaps 
a minimum stock of silver 

3S A formula of this land must, however, he expected to need revision 
from tune to time lS T o one expects it to sene os a hard and fast standard 
tor all time , but for the present it seems suihcient. to retain it a guide 
foi action, while eaiefully watching its applicability to the dunging 
conditions 


39 It appears from Note I , Table No IV , page 251, that on the av ei age of 
the past 19 years an animal pui chase of about 23,127,000 ounces of silver, 
pioduciug about 617 lakhs of new mpees, will serve to keep up a certain 
stock of mpees It is sometimes said, 1 believe, that on the basis of a 
calculation of this soit, the Secretaxy of State should buy legulaily , vear by- 
year, oi month by month, a certain number of thousands of ounces of silver 
The pxactice of other countnos, such as France and (lie United St.ites, is 
cited as an example to be followed by bun It is urged that if lie did so the 
fluctuations in the price of sihei would he restricted, and trade between 
India and countries having a purely silver standard, such as China, would be 
put upon a sounder basis 


40 But the conditions with which those who are responsible foi the 
legulation of the Indian currency have to deal are different from those 
existent m any* otlici countiy m the woild The influence which dominates 
all otheis is that of the seasonal monsoon In good seasons, as stated 
above, paragraphs 25 and 26, pages 212-3, tlieie is a steady absoiption of 
mpees which, if a tolerably constant succession of good seasons could he relied 
upon, would justify a regulai and constant purchase of silv ei for new coinage 


41 During the six y^ears, 1902-3 to 1907-0S, new coinage proceeded at 
an aveiage rate of 1,302 72 lakhs a ymar, with the lesult that at the end of 
the peuod the stocks of silver m Papei Currency and Gold Standard 
Reserves had mei eased by 2,005 lakhs Thus new coinage at the rate of 
968 56 lakhs pei annum would have maintained tlieReseives at the hgtue at 
wluclx they stood at 31st March 1902 With hardly any coinage of new rupees 
the quantity held m Paper Ciuieney Reserve and Gold Standard Reserve 


* It levelled its highest figure, l , 914 
lvhlis, at the end of August 190SJ 


combined was increased between 1st 
April 1908 and 1st April 1910 from 
3,126 to 3,316 lakhs Had the expe- 
rience of the six yeais prior to 1st April 1908 been relied upon as a guide 
foi the future, and had new coinage proceeded at the rate of 968 56 lakhs a 
yeai, the stock held m the two Reserves combined at the latter date 
would have been 5,063 lakhs and, with a continuance of bad seasons and 
purchases of silver for coinage, the accumulation of silver com might have 
piogressed indefinitely 


42 Purchases of silver, it is to he remembered, must he paid for either 
with gold taken from the Paper Currency' Reserve or by additional sales of 
Council Bills But after any lengthened exchange cusis the quantity of 
gold held m the Currency Reseive must necessarily have fallen low It had 
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fallen to 1,500,0007 at the close of the crisis of 1907-09 At such a time it 
needs to be replenished, not depleted Its utilisation for the puichase of 
silver would directly deplete it , increased sales of Bills to pay for silver 
would letard its leplemshinent 

43 The pohcj of Government, theiefore, foi tins reason if foi no other 

must be not to buy silver foi new coinage when theie is already an excessive* *• 

accumulation of siher com m the Cnneney Reserve, and indeed not to buy 
until the prospect ol the stock falling to an unduly low level, measured 
according to the best estimates that can be fiamed ( see paiagraph 37, page 245) 
seems to be m sight 

44 As legards gold, the accepted policy is to allow the stock held to Gold 
increase with the influx which takes place m tunes of active tiade, that is 
when the sales of Council Bills fall far short of meeting the demand for 
remittance to India, until the amount of gold held m the Resene becomes 
huge out ol piopoifion to the amount of silver It is impossible to fix a 
point at which this takes place Some yeais ago (1905), when the total 
Currency Resene was only about four-sevenths oi its pi esent size, a holding 

of 10,000,0007 m sovereigns was looked upon as excessive In the last few 
months the amount has been allowed to reach nearly 27,000,0007 , while 
silver has not been at a dangerous!} low level If soveieigns continue to 
form an mci easing pait of the cn dilation, and if rupees continue to be 
vvilhdiavn on a diminishing scale from the Currency Reserve, the poition 
of that Resolve held m gold may be allowed to grow The gold poition of 
the Resene need onl} be reduced if and when it is leqaired to use a poition 
of it for the purchase of silv ci 

15 The latio borne by the invested portion of the Resene to the whole, The ested 
as vv ill be seen fiom Note I , Tabic I , pages 24S-9, has v aned gxeatlv Down poition of 
to 1879 it was fiequently more than 5U percent of the whole Since the the Reserve 
closing of the Lull an Mints it has often exceeded 40 per cent At 31st Mai ch 
1913 it was unlv a little over 20 per cent of the whole The hduciaiy 
portion of the Reserve hold by the Bank of England against its note 
issue it inaj be obscr cd, is seldom less than 31 per cent 

40 The growth of the Indian note circulation, as observed above 
(paragiapli 30, page 245), has been extraordinarily rapid of late yeais If it 
continues a furthu increase of the invested portion of the Reserve will, no 
doubt, soon become piacticable 



248 


RO’SAL COMMISSION ON INDIAN FINANCL 


© ej 

be S _ 

3 g S “ 

§ 1§ | 
ge-S 
© m °« 


OlOHIN W CO'?CiC 5 rH>OI>COC | ffl J 'OOI>H'? 03 -^HM 
COCgCniNOOCJ^O^HHOHHHClCO^OOH^H^CC 


toii © 
«5 — « t- 

-“ 2 © E 
0 5 o S 
© 


CO CO r— l pH r*H r— { pH 


o o 

££"*" o 

tJ © *3 C 
si:| g 
Hoq -** 3 

Pm O 


H JO <M CO t> 


CO ^ Ol Cl 'f H O lO '"O O O 


OCD r OC 3 CCJC 3 ~-*<OiOC 3 iOCOCOC 3 COCOCOI^rHi.OCOCOCOCOP»CO 

O CO O O O >0 ^ ^ iO iQ O iQ O UO lO IQ 


3 0 0 0 

3 CO P * 

^P^r-H^UO 

f ef 1.0 of 
*^o 
r of tc co 

) ^ IP 03 

of co* co' 


o o o 

JO JO CO 

JO O o 
o"o"o" 

04 CM r O 
o' o i— r 
CMOl^C^ 
co ef <-f 


O O 1> 

‘of of co" 

"O t- 03 

o' of o" 

co CM CO 


o o o 

CO 'O «D 
JO JO o 
C3 C3 C3 

'■o -o co 

03 CP CP 
CD^CO^CO^ 
lO JO jO 


o o o < 

co o «© I 

JO CP rtf r 

’cfo ef r 
CO CO 

‘ofcf cfc 

CO^C^CD^C 
ip >p lC J 


3 0 0 0 

3 co p- p- 

■^r — 4 CP 03 

f rfT ef cT 

■^(M CP^CP 

3 " ef ef ef 

3_ CP_ CP_ C3_ 

3 " > 0 " »f jo 


0000 

0000 

O JO^O JO 

o'r>'jo"cf 
t OjC\CiOi 
o CP ef CP 

o 

ef if if if 


r — 1 c/j 

J M J 
ffl « 

<5 o 5 m 
CM feS o 

M 55 


g •§ 

S H 


Ph I CO 

o 


>000 

) CO I s * ^ 
) t^r-OQ 

r ef jo ef 
* t^rf^o 
f CO P*-" CO 
) -rf^io CP 

fof of co" 


0000 

JP JO CO H 
JO JO^O jO 

‘000 co 
cj c^o-^cq 
'lo'o'h o” 

CM O^C^CO 

‘ef of ef CO 


000 

H 

o I> JO 
‘ of CO CP 
NOCe 
'cfo ef 
c^c^co 

'co" jf JO 
/— \ 
fO 


0000 c 

CO CO CO o c 

0 ^ 1 ^ >rc 3 * 

ef c r c r o c 
.cocneoooc 

CP 03 03 03 C 
<S> CDO^C^C 
JO JO >0 jO jj 


300000000 
- »r- CO I - l- O O O O 
M P- H 03 ^ 03 ^ 0 ^ 10^0 JO 
f O O'" ef ef tf JO ef 
3 I> Ol CT O, 03 C3_ 03^ 

f 03" cp" ef ef o" o e" of 

3 OOOOJOO OCO 

f if jo" if jf ef if if 10" 


00000000000 

lOCNCPf— (C 3 C 3 CMCPCPCPCP 
CO 04 O JO, •* j-o •* -h r* 

-f cp" pf of of of of ef of of 

H pH pH r— P»* I>» I s * P» 

ef —fr-Tef f 

OJ 


00000000000 

1P^IC3HC3C3PJC3C3C3C3 
CO OJ 10 o **0 ~p -*< 

-f ef i> of of of of of ef of 

I r- i> t> i> i> i>» 

l o i-T f-T of 


o o 

O TTH 
O f-H 
CfrH 
tr O 1— 1 

PS of-* 

CO CQ 
ef rf 


000000000000000000000000 

PJiPip^CPHWCOCJCOQOfNHCONCJCOJPHiHfiOJcO 
OJ^ O^ 10^ CI^ ^ CQ^ C3^ 10^ lO CO^ eJ^ OJ iP H CO r-4 ^ JO t> CO 
tf CO cm" ef I>f ef CM ef of ef >f ef 03" pf jf if ef ef rf jf 1-f rf if 
C^f-H^cq^co^e^jr^oo^c^r^ CO CO^jO JO^C 3 O C3 O (D O t> P* N 

cfjfi— fefcfrH'cfcfje^f-fcfo'r-Hcfefcfcfcfcfjftfpfp^' 

CO CO^C3^C0 CO 0^03 CO^CQ ^CO^'^CP^JO I^JO r-» CO 

CQ o*» ei lO ef -D P^ !>*" O OP if if if pf if ef pf pf of ef of ef pf 


00000000000000000000000000 

O O o N H CO C) CC P 1 H IS H H CO 1> H O ip I> to CO OJ H H n n 
O^ O^ 01 ^ CO_ co^ co^ C 3 ^ CO^ CP^ CO^ CO^ ej_ |-H_ JIP^ CJ co 1 > o ^ O t> rr> 

ef o ef ef -f ef jf of of of 03" o" pf 'f 03" ef pf ef I>" pf p-f -f if cp" ef ef 
co o_ p^ co o^ cp^ C 3 _ (M^ p^ i." 3 _ cp_ co_ cp^ p^ co p^»— (oeooeo'T'eo 
pH ef '-f if ef cp" cp" ef if P-" ef ef CO 'f ef ef I~f pf OJ if cT o" o" if P-T rf rC 

CC"HC3JPP*iPHCO 

ef -^T if tf ef ef 0" 0" ef ef of r-f ef r-T ef p-T ef 1— T ef ef co" ef --f --f ef 

rH pH pH «—H pH pH pH pH pH pH pH pH pH >—4 — ' • 


S 3 "S^'C 5 ° 1 '' ,x )ClO>-(C'lC^- 1 '>.-i«M>COCiOi-ICl'- 0 -?ir 5 top 
COOffiOOOOOL'.NX.r.t.NNNC.NCfiCOaMXICDCOCOQO 

cocrcowajOTcococooocococcccuococococooocccocDooraS} 


appendix VIII 


* 4-4-4- 

xD 05 Ol CO W H CO 1 — I iC CO lO to Cl IQ Cuo o 4 CO CO CO 

tDCOCOi'-«O(O^OClpiO 4 'COHCO«O>OtD»Oia 0 NHO 5 n 
COCO r OC 5 C<‘'COC 404 CO+?>^COCOCOC 005 C 505 C 5 <MC 5 05 05 C 5 C 505 


00 CO +? +P rH XO >— I ID to CO 

* — t O C— 03 CO rH 05 rH © 4 O ifl Hi C3 05 xO 
i-H^C5C0-^^^C0C0O4 05 CO lO O 


xO COCOlNN03WQON(Ni(iHtO^^C»WOO C3 

CC^'MC')CC)COfOCjl>COCOaOI s 'iOOH^OOO*'a)^NirCO 

C 0 t 0 C 0 I^'XJCL>t^ ( 0 i 0 iQi 0 HC^CC'^CC'C^CA'tJ 0 t 0 O'^(M 01 


o o o o 

CO CO oo to 

0,0^0 

o o' cf of 
c^wocj 
of afcT oi 

03,03,03^03, 

id ift o' cd 


o o o o 
o o o o 
O O O O 

o' o' o Q 
o o o o 
cTo“cTo 
o o o o 
00 ccfoo CO 


OOOOCOCOCOCOCOeOCDCDeDCDeOCOCOCD 
O.C3. 03^0 03, 03^03.03^ 05 03,03 05 03 C5 03 03 

o 03 03 05 03 03 03 03 03 03 03 cf of of oT cT of of 

,0^03^03, 03, 0.^03, 03, 03. 03,0^ 03 03. 03 05 03 03 05 03 

o' of cf 03" C 3 ~ 05" of cf cf 05 * 03" 03" 03"' oT 03 *' cf of cf 

00 ^ 03, 03, 03,03, 0^03, 03. 03, 03, 03, O' 03^05 03 03 05 
CO 03 03 " 0 s " O'" 03* ©f cf Cf cf rH* 1 -f HHHHCOCO 


000 
000 
000 
o' o o' 
000 
cf o' o' 
000 
of of <sf 


00000 
00000 
00000 
o 0000 
00000 
ootfod 1 
0 , 0,0 00 

cfof 05 +d+f 


) o o o o o < 

3 CO tO O O O < 

>,03 03^0 00 ^ < 

r of cf 0 cT cf < 
I 03 03.0 o o < 
r cf cf o' o" o' < 
) 03 0 , 0 , 0 / 

' id* o" cdccf co"< 


>000 

> xO *H ' r ^ 
J.C3 03,03^ 

r 03 " cf 

> 03 03,03, 
r cf C3 cf 

> C3 C3 C3 


wtoo 

•41 -*4 H< 

C3 C3 03, 

cfcfcf 

C3 C3.C3. 
cf C3 C5 
C3 03.0 

cf cf cf 


CD CD CD O < 
+H h< -H -h ■ 
cs^ooc 
cf cf cf cf c 

03,03 03. 03 C 

03 " cf cf cf c 

C3 03 C3 C3 < 


>000 

>,03,03,03. 
' C3 C3 cf 
^ 03 , 03 ^ 03 . 

j C 3 o' of 

) 05 C3 C3 


O O 1 > o 
O 05 CO t> 
Clb-HI^ 

^“hoV 
o co c>i> 
id id cf co 

CM O 1» CD 

cd'co'ao 


O CO CO ' 
H O o c 
CO -H„iO c 

coco CO < 

lOO^C 

cd cd cd » 

C>" +d o' c 


4 30 C5 C3 
< H o CO 
>,CO.C5 In_ 

fr^ffH iff 

>.CD„iO 05 

f of co" id 

3 _O^C 5 o 

f cf of cd 


X> 05 CO 

O CO 03 

c 5 ,o^in, 
of cd cf 

NHiO 

+*" co" of 

CO CO o 

cdr-Tcd 
rH co co 


Skb £ 

c C 

o O O 5 

o 2 O S 

= jz J£ « 

^'w'D « 
4 J *> -*i 

c c c R 

o a s ® 

O O O £ 

E B S g 

- a a s 

to to he t- 
c c n o 

g o § S 

in w si " 
opejR 
* is £ GJ 
P,ap.O 

S o o p, 

c 


CO OO 

OOO 

ooo„ 
id id id 
in r^i> 
erf <rf id 
10 10 10 


S oooo 
0000 
0.0.0 o o. 
o"cfido cf 
o o i> o o 
1-0 10 cd id 10 

C5^I>^lO O. 1 H 

of cd rd co" cf 


O O N C 03 CO c 
0(NCOI>HO! 
05^ J> CO ^ 3 
-h r-T o' td cd cd ( 
I lo^co^o r^io C3^' 
I id id id cd cd cd ( 

05 O^WC »Ot>i 

CC"r-fC 0 "o"-d < 


j^ClOCO 
3 CO C3^t> IN 

f I>" 10 " co" 05" 
-. 1 OO 3 .C 000 
f cd cd id 
>jojnaiQi 
fedededid 

A p— ( rH r-H 05 


O 10 C5 t— eo 
10 CO O CO C3 
CO 1-0 CO CO ^ 

cd co" co" co" i>f 

05^10^I>^0^05^ 

cf idcdjCjd 

05^0^05^10^+^ 

r-T cf edided 
CO 05 05 »— I T— < 


000 

C3 CO O 
I^r-^OO 

cdco"r^ 

rH 

cf co"i> 


'OOO 
1 C3 CO o 
) 

rnf-jfoo 

I o o t-H 

rcft-"o" 

r id ^ O’ 

( 05 05 05 


000 

HO® 

^HC3 

td cf cd 

T-^O O 
r-Tcf Hf 

t+ CT3 

cfcf >d 

CO ‘"O 05 


O O O 10 

J>- 03 CD 150 
O r- <M 

edefof of 

CO^^CO 5> 

idco"o"cd 

cd-^cdcd 

05 05 05 05 


O 1-0 O 
OHJ> 
0,030. 
cf 05 " erf 

lO rH CO 
O" CD" 05" 
CO^CD^X^ 
C 3 r-T id 
05 CO CO 


O o O O 10 10 O 

H t'- H to h 0 10 

10 ^ CO 00 05^ CO 10 05, 
cd ofio"cfo"c3"-d 
r-^ lO^ CD^ rH lO CO 
rH" In* 10 " 10 " co" cd 0 " 

C5.1-H CO, C3^CO > +Sl % +^ 

co cf -d cd" cd id -d 

CO ^*5 •*H iO 


xO SO CO 
o_wi> 
cf cdtd 

C3.C^ o 
-d rH co" 
10 CO CD 


o'do"® S 0 ” 
S.X 9 , 2 m m b « o 
^■cioiggpEg;- 

»»„Ssg“S l> 
rm«- , 8S;2“h 
►. g>to ® o S 3 
c -5 5 S o o 

3 | S ? g fc 

CS M 14 W* S fc g 

r — 1 4; C3 ri 5? 

§ s -SssSis 

S gWM-fSo 
° oSS-So^ 

fc g ° 0 « O B 

•3 M g g 2 e 1 

5 w E 2 -e 5 -s 

O O +j P ? h ^ 

■S = g S a| a 

1 

= £ 3 S g W 

o £ m OT P -*e a; 

•o XS o p g g > 

a> p t* ^ 5 &■ C 

g Sc S o g - 

S “ : c Sfl - 5 s 

g •s 4 '-“% 5 «. 

p- «*-•**-« w O 

S g>? ® g O o 

« 2 § § g § g 

o 2 £ g g g S 

2 2 2 S S c 


o o p g c 
•ooo'gs 

"CCC s g 

I’S’gB-gl 

| HI | g 

5 11 ? p § 

H « «icO 

SggSgg 

co CO ^ o *H 


C 0 C 3 OrH 05 C 0 -f<iOCDI^ 00 C'OrH 05 C 0 '^i. 0 CDI> 00 C 3 Or 4 C 5 C 0 
COtCQOOOOPCDOQOOOOOQOOOOOHHHH 
CO CD CO CO CO 00 CO CQ CO CO CO CO 03 03 03 C 3 O' C 3 C 3 C 3 03 C 3 03 03 03 03 

r —4 rH rH rH rH rH rH rH rH rH rH rH rH rH rH rH rH rH rH rH rH rH rH rH rH rH 


•43 -rt -u -±? 
£ O <y «J a O 
< < 



250 


ROYAL COMMISSION ON INDIAN FINANCE 


Table No II 

CROSS AND ACTIVE CIRCULATION OF CURRENCY NOTES, 

1862 to 1912 


1 

Lear 

(Lust day 
March ) 

11 

Gross 

Gircilation 

1 

In Government 

Treasuries 

2 

] lscvrhcrc 

3 = Col I - 
Col 2 

Notes hold by 
Presidency 
Hanks nt Head 
Offices 

-i 

Notes m active 
circulation 
among the 
Public 

G s= Col 1 - 
(Col 2 + Col 1} 



Rs 

Rs 

Rs 

Rs 

Rs 

1862 

_ 

3,69,00,000 

16,70,600 

3,52,29,400 




1863 - 

- 

4,92,60,000 

44,86,110 

4,47,73,890 




1864 

- 

5,35,00,000 

19,26,650 

4,95,73,350 




1865 

. 

7 42 73,270 

58,14,140 

6,84 59,130 




1866 

_ 

6,89,S4,S10 

69,S7,190 

6,19,97,620 




1S67 - 

. 

8, 09, OS, 680 

60,31,390 

7 48,77,290 




1868 


9,06,95,690 

71,23,150 

8,35,72,540 j 



I860 

- 

9,95,92,960 

62,9S,040 

9,12,94,920 




1870 


10,47,28,S30 

80,99,460 

9,66,20,370 




1871 

. 

10,43,72,910 

99,11 170 

9,44,59,740 




1872 

. 

13,16,79,170 

2,20,83,790 

10,95,95,380 




1873 


11,13,50 610 

1,85,56,780 

9,27,93,830 




1S74 


9,24,97,610 

1,27,63,140 

7,97,34,470 




1875 - 

_ 

11,23,64,380 

1,58,44,910 

9,65,19,470 


Riguies for 


1S76 

- 

10,99,99,270 

1,73,45,770 

9,26,53,500 


jeais before 


1877 

_ 

11,61,78,110 

1,15,67,760 

10,26,10,350 


1893 not 


1878 


13,57,47,500 

2,56,88,190 

11,00,59,010 


nt ailable at 


1879 - 

- 

11,42 36,450 

1,71,68,700 

9,70,67,750 


India Office 


1S80 


12,35 77,270 

1,32,60,850 

11 03,16,420 




1881 - 


11,40,17,360 

1,80,55 950 

11,59,61 410 




1S82 

. 

13,90,71 780 

3,39,95,040 

10,50 76,740 




1883 - 

* 

14,50,64,080 

3,39,09,110 

11,11,54,670 




1881 

- 

12,75,65,410 

2,26,06,540 

10,49,58,870 




1S85 


14,57,69,040 

1,81,67,210 

12,73,01,830 




1886 


14,17,32,720 

1,85,93,400 

12,31,39,320 




1887 


13,87,68,360 

1,97,87,880 

11,89,80,480 




1888 

- 

10,42,43,790 

1,92,86,560 

14,49,57,230 




1889 - 


15,73,78,130 

2,47,48,980 

13,26,29,150 




1890 


15 77,17,800 

2,45,79,940 

13,31,37,860 




1891 


25,69,01,490 

5,31,15,320 

20,37,89,170 




1892 


24,07,64,080 

5,35,09,840 

18,72,54,240 




1893 - 

- 

26,40, IS, 200 

4,60,17,970 

21,80,00,230 

2,32,00,000 

19,48,00,230 

1894 

- 

30,41,16,310 

11,56,70,570 

13,84,45,740 

2,00,00,000 

16,84,45,740 

1895 - 

- 

30,70,00,100 

9,03,05,650 

21,66,94,450 

2,61,00,000 

19,05,94.450 

1896 

- 

25,94 06,990 

4,07,04,640 

21,87,02,350 

1,77,00,000 

20,10,02,350 

1897 

- 

23,75,33,070 

2,89,04,320 

20,86,28,750 

2,10,00.000 

18,76,28,750 

1898 

- 

24,76,40,490 

5,08,13,080 

19,68,27,110 

1,82,00,000 

17,86 27,410 

1899 - 

- 

28,20,12,760 

5,25,70,020 

22,94,62,740 

2,57,00,000 

20,37,62,740 

1900 


28 73,72,255 

4,00,93,100 

24,72,79,155 

2,63,00,000 

22,09 79,155 

1901 

- 

29,86,59,000 

G, 07, 97, 045 

23,78,61,955 

1.87,00,000 

21,91,61,955 

1902 

- 

31,66 12,945 

7,41,84,770 

24,24,28,175 

2 02,00,000 

22,22,28,175 

1903 - 

- 

35 72,36,070 

6,85,38,765 

28,86,97,305 

4,06,00,000 

24,80,97,305 

1904 


18,21,16,540 

6,66,69,520 

31.54,47,020 

3,45,00,000 

28,09,47,020 

1905 


39 17,59,870 

5 44,77,990 

33,72,81,880 

5,27,00,000 

28,45,81,880 

1906 


44,65,65,810 

6,76,41,930 

37,89,23,880 

5,27,00,000 

32,62,23,880 

1907 - 

- 

46,95,19,260 

5,75,23,285 

41,19,95,975 

4,75,00,000 

36,44,95,975 

1908 


46 88 50,345 

S, 24, 21, 480 

38,64,28,S65 

6,04,00,000 

32,60,28,865 

1909 


15 48 79,505 

6,25 70,540 

39 23,08,965 

4,28 00,000 

34,95 08,965 

]910 

- 

54,40 84,250 

7,89,77,730 

46,51,06,520 

6,53,00 000 

39,98,06,520 

1911 

- 

54,99,05,815 

9,30,83,5S5 

45, 6S 22,230 

5 51,00,000 

40,17,22,230 

1912 

* 

61,36 25,095 

8,12,00,000 

53,2425,095 

8,63,00,000 

44,61,25,095 
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Table No III 

GOLD IN PAPER CURRENCY RESERVE AND TREASURIES OF THE 

GOVERNMENT OF INDIA 

Receipts and Issues (in Thousands of Pounds) in each month, 1899-1900 in 
1910-11, AND IN EACH WEEK, 1911-12 AND 1912-13 

Pan I — 1899-1900 to 1910-11 


Month 


Receipts 

Issues 

Net 

Receipt + 
Net 
Issue — 

Receipts i 

Issues 

i 

Net 

Receipt + 
><Lt 

Issue — 

Receipts 

1 

* Issues 1 

i 1 

Net 

Receipt + 

Net 

Issue — 

Apnl 


li 

238 

399-1900 

1 — 1 + 258 

904 

1900-01 

! 440 + 461 

372 

1901-02 

1 913 - 371 

May 

- 

11 

— 

i + n 

1,032 

586 i 

+ 416 

563 

, 155 

+ 408 

June 

- 

89 

— 

, ■»- S9 

1,130 

563 : 

+ 567 

218 

' 286 1 

- 68 

.Tul} 

- 

69 

— 

+ 69 

639 

881 i 

- 212 

263 

2 S 2 

- 19 

August - 


176 

— 

+ 176 

473 

795 ] 

- J22 

207 

1 290 1 

- 81 

Septembei - 

- 

117 

| 

1 + H7 

587 

447 i 

-h 140 

345 

166 

+ 179 

Octobei - 

- 

749 

i 

+ 719 

848 

1,530 

— GS2 

152 

166 | 

+ 286 

November 


622 

: 

+ 622 

582 

927 

- m 

219 

li, 179 , 

— 960 

Decembei 

- 

613 

— 

+ 613 

705 

1,119 

- Ill 

300 

1,002 ' 

- 302 

January 

- 

863 

23 

+ S10 

1,790 

1,209 

4* 581 

199 

150 1 

4- 319 

Februiu v - 

- 

1,352 

2 S 

+ 1,321 

S82 

917 

- 35 

570 

176 ! 

+ 394 

March 

- i 

! 1,191 

328 

4- S63 

601 

1,414 

- 813 

2,583 

189 ^ 

+ 2 391 

Total 

- 

6,110 

379* 

i + 5, / 31 

10,173 

10,828 

- 655 

6,791 

, l,98«j 

+ 1,807 

Total, exclusive 

of 

6,110 

379 

+ 5,731 

10,173 

6,328t 

4~ 3,8 lo : 

6,791 

| 2,982§! 

I , 

+ 3,809 

withdraw als on j 
Government ac- 1 
count (*t.e foot- i 
notes) 

! 


Monthly av erage 

• 

509 

32 

+ 477 

848 

527 

+ 321 

566 

! 249 

1 J 

+ 317 





1902-03 


1903-01 


■ 

1904 05 


April 


274 

274 


163 

521 



358 


1 582 

+ 

39 

Maj 

- 

153 

703 

— 350 

214 

421 

— 

207 

Bjy| 

327 

+ 

630 

June 

- 

120 

186 

- 66 

350 

272 

+ 

78 

1,296 

336 

+ 

960 

Tulv 

- 

142 

321 

- 182 

428 

247 

+ 

181 

396 

345 

+ 

51 

August 

- 

91 

27S 

- 187 

SIS 

301 

+ 

517 

584 

908 

— 

324 

Septembei 

- 

93 

188 

\ _ 95 

811 

292 

+ 

519 

812 

2,446 


1,634 

October 


224 

262 

j - 38 

833 

1,280 

— 

417 

302 

323 

— 

21 

November 

_ 

266 

227 

! + 39 

947 

1,123 

— 

176 

855 

316 

+ 

539 

December - 

- 

847 

27S 

+ 569 

814 

842 

— 

2S , 

1,455 

1,950 

— 

495 

Jauuarj 

- 

1,343 

200 

+ 1,143 

1,588 

2,320 

— • 

732 

1 230 

1,381 

— 

151 

Februaty 

- 

1,467 

261 

-f 1,206 

2,025 

879 

+ 1,146 

1212 

527 

+ 

685 

March 

- 

1,427 

250 

+ 1,177 

82S 

393 

+ 

135 

557 

930 

— 

373 

Total 

- 

6,449 

3,431 

+ 3,018 

9,819 

8,891 

+ 

928 

10,277 

10,371 

— 

91 

Total, exclusive 

of 

6,449 

2,931 1| 1 

+ 3 518 

9,819 

1,630a 

+ 5,189 

10,277 

4,7715 

+ 5,506 

w ithdrawals 

on 












Government 

ac- 












count (see foot 


1 










notes) 













Monthly average 

- 

437 

244 

+ 293 

818 

386 

+ 

432 

856 

397 

4- 

459 


* The first issuo •was made on 15th January 1900 

t 4,500,0001 was shipped to the Secretary of State 

X Particulars from Apnl 1899 to May 1901 taken from monthly returns 

t* 2,002,0002 was shipped to Secretary of State 

|| 500,0002 was shipped to Secretary of State 

a 4,201,0002 was shipped to Secretary of State 

b 5,600,000 2 was shipped to Secretary of State 
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Month 


Receipts 

Issues 

Not 

Receipt + 
Net 

Is'mo - 

Receipts 

Issues 

Net 

Receipt + 
Net 

Issue — 

Receipts 

Issues 

Net 

Receipt + 
Net 

Issue — 




1905-06 

1906-07 


1907-08 


April 


432 

394 

+ 38 

334 

1,054 

__ 

720 

547 

961 

- 414 

May 

. 

396 

487 

- 01 

363 

706 

— 

343 

1,486 

1,144 

+ 342 

June 

. 

295 

443 

- 148 

362 

561 

— 

199 

1,477 

1,259 

+ 218 

Julj 

- 

576 

1,454 

- 878 

291 

586 

— 

292 

1,256 

855 

+ 401 

August. 

- 

460 

1,471 

- 1,011 

520 

541 

— 

21 

949 

872 

+ 77 

Septembei 

- 

657 

1,401 

- 710 

1,557 

739 

! + 1,018 

695 

834 

- 139 

Octobei 

- 

388 

419 

- 31 

S64 

502 

4 

362 

597 

853 

- 256 

November 


925 

1,567 

- 642 

1,228 

709 

+ 

519 

729 

1,274 

— 545 

December - 


827 

681 

+ 116 

1,028 

697 

+ 

331 

787 

1,174 

- 3S7 

lammry 

- 

644 

1,531 

- 887 

831 

714 

+ 

120 

852 

1,088 

- 236 

Febiorary 

- 

396 

832 

- 436 

442 

889 

— 

417 

1,300 

1,252 

+ 48 

March 

- 

257 

1,230 

- 973 

459 

933 

— 

474 

S75 

989 

- 114 

Total - 

- 

6,253 

11,915 

,-5,662 

8,285 

! S,431 

— 

146 

11,550 

12,555 

- 1,005 

Total, evclusiv e of 
withdrawals on 

Government ac 
count (see footnote) 

6,253 

5,915* 

+ 338 

8,285 

8,431 


146 

11,550 

12,555 

■ 

Monthly Average 

- 

521 

493' 

+ 28 

690 

702 

— 

12 

962 

1,046 

- 81 





1908-09 



1909-10 



1910-11 


April 


626 

i 1 - 177 ! 

- 551 

61 

79 



18 

313 

| 656 

i - 313 

Maj 

- 

555 

1 1,193 | 

- 638 

44 

53 

— 

9 

173 

1 815 

i - 642 

June 


523 

902 I 

- 379 

43 

39 

+ 

4 

170 

1,112 

- 912 

July 

- 

827 

S20 i 

+ 7 

32 

43 

— 

11 

286 

862 

- 57b 

August 


367 

1 726 

- 359 

21 

33 

— 

9 

219 

S83 

- 664 

Septembi r 

- ! 

317 

863 

- 516 

10 

20 

— 

10 

270 

713 

- 443 

Octobei 


279 

1 595 1 

- 316 

11 

21 

— 

10 

276 

664 

- 388 

November 


217 

| 290 1 

- 73 

26 

22 

+ 

4 

1,676 

1,052 

i + 624 

Decembei 


151 

149 

+ 2 

1,916 

98 

1 + 1,818 

973 

1,210 

- 237 

Tnnuary 

- 

129 

214 I 

- 85 

3,749 

' 257 

1 +%492 

2, SOS 

1,031 

+ 1,777 

February 

- 

129 

139 1 

- 10 

875 

1 401 

I + 

474 

2,171 

1,067 

+ 1,104 

March 

‘ 

88 

106 j 

- 18 

1,242 

1 623 

! 

I + 

619 

2,018 

1,008 

+ 1,010 

Total - 

of I 

4,208 

7,174 

1 

- 2,966 


1,689 

+ 6,344 

11,353 

11,073 

+ 2S0 

Total, exclusn e 


4,208 

6,934+ 

-2 726 


1 6S9 

+ 6,344 

11,353 J 

11,073 

+ 280 

withdraw als 

on 











Government 

nc 








j 


f 

count (sec footnote) 

i 

1 






1 



Monthl) avenge 

• 1 

351 j 

578 | 

- 227 

669 

141 

+ 

528 

946 

923 

+ 23 


* 6,000,0002 m*is shipped to Secretory of Stote 

t 2^10,2482 3 2s Ad , light sovereigns and bullion shipped to Secretary of State 
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PaU II — 1911-12 and 1912-13 



\ 


Receipts 

Issnes 

Net 

Receipt -f- 
Nct 

Issue — 

Receipts 

Issues 

JSet 

Receijt p 

Net 

Issue — 






1911-12 




1912-13 


7 tli Apnl 



329 

293 | 

+ 

36 

439 

469 

— 30 

15tli Apnl - 

- 

_ 

402 

378 ' 

+ 

24 

575 

503 

+ 72 

22nd Apnl 

- 

- 

47 S 

238 

+ 

240 

424 

454 

- 30 

dOth Apnl - 

- 

- 

20b 

239 

— 

33 

684 

440 

+ 244 

7th Mij 


- 

381 

253 

+ 

128 

716 

531 

+ 185 

15tli May 


- 

221 

373 1 

— 

152 

607 

513 

+ 94 

22nd May 

- 

- 

476 

385 1 

+ 

91 

258 

481 

- 223 

31st Slat 


- 

235 

335 

— 

100 

740 I 

679 

+ 61 

7tli Juno 


- 

SOS 

327 

— 

19 

668 | 

573 

+ 95 

15tli Tuno 


- 

147 

308 

— 

151 

1,109 i 

559 

-j- oo0 

22nd June 

- 

- 

141 

182 , 

— 

41 

614 , 

440 

+ 174 

30tli Tune 


- 

260 

243 1 

+ 

17 

1,128 

353 

+ 775 

7tli Juh 


- 

140 

313 i 

— 

173 

5S7 l 

427 

+ 160 

15th Jul} 


- 

135 

247 

— 

112 

510 i 

320 

+ 190 

22nd Jul} 

- 


17 r 

202 

— 

27 

372 , 

227 

+ 145 

31st Jul} 


- 

44S 

172 

+ 

276 

494 1 

260 

+ 234 

7tli August - 

- 


42S 

257 

+ 

171 

918 

343 

+ 575 

15th August 



13S 

249 

— 

111 

183 

289 

- 106 

22nd August 

- 

- 

152 

154 

— 

2 

668 

207 

+ 461 

31st August 


- 

139 

182 

— 

43 

264 

234 

+ 30 

7th Septembei 


- 

205 

250 

— 

45 

740 

351 

+ 3S9 

15th September - 



92 

197 

— 

105 

152 

225 

- 73 

22nd September 

- 


280 

157 

+ 

123 

480 

239 

+ 241 

30th Septembei - 

- 


20S 

187 

+ 

21 

283 

269 

+ 14 

7th Octobei - 

. 


2S7 

234 

+ 

53 

502 

362 

+ 140 

15th Octobei 



557 

283 

+ 

274 

647 

304 

+ 343 

22nd Octobei 

. 


279 

233 

+ 

44 

241 

364 

- 123 

31st Octobei 

. 


959 

216 

4* 

743 

428 

2,269* 

- 1,841 

7th November 

_ 


211 

327 

— 

116 

255 

552* 

- 297 

15th November - 



1,248 

305 

+ 

943 

274 

495 

- 221 

22nd November 

_ 


105 

306 

— 

201 

187 

374 

- 187 

10th November - 



381 

242 

+ 

139 

423 

433 

- 10 

7tlr December 

. 


102 

299 


197 

269 

591 

- 322 

15th December - 

- 


306 

259 

+ 

47 

543 

454 

+ 89 

22nd Decemboi 

- 


654 

370 

+ 

284 

57b 

■ 600 

- 22 

31st Decembei 

. 


386 

227 

+ 

159 

1,189 

583 

+ 606 

7tli Tnmraiy 

- 


733 

423 

! + 

310 

1,276 

553 

+ 723 

15th Taminrv 

. 


1,447 

426 

+ 1,021 

700 

574 

+ 126 

22nd Tnnuai} 

- 


874 

4S1 

l + 

393 

1,090 

508 

+ 582 

31st Tanuari 

- 

- 

1,130 

4S0 

+ 

650 

1,459 

806 

+ 653 

7th February 

- 

- 

1,201 

572 

+ 

719 

833 

5b7 

+ 246 

15th Fobt uii} 

- 

- 

1,362 

638 

+ 

724 

594 

596 

- 2 

22nd Febmai} 

_ 


1,079 

316 

+ 

763 

462 

454 

+ 8 

29tli Folnuai} 

- 

- 

876 

31S 

+ 

558 

784 

334 

+ 450 

7tli Maicli 

. 

. 

616 

364 

+ 

252 

579 

871 

- 292 

15tli M u cli - 

_ 

_ 

1,013 

387 

+ 

626 

561 

1045* 

- 484 

22nd Much 

_ 


787 

334 

+ 

453 

293 

432 

- 139 

31st March - 

- 

- 

1,115 

454 

| + 

661 

552 

671 

- 119 

Total 

- 

- 

23,922 

14,617 

| + 9,305 

28,332 

j 24,198 

+ 4,134 

Total, evclusne of 

v\ ill id mu als 

23,922 

14,617 

! + 9,305 

2S,332 

j 21,815* 

+ 6 517 

on Government 

account 

(see 








footnote 








1 


Monthl} aveiage 

- 

1,993 

1,218 

4* 

775 

2,361 

j 1,818 

+ 543 


* 2,382,0131 light weight sovereigns were shipped to Secretory of State 1,875,700? 10s on 20th Octobei 1912, o3,S87I 
on Otli November 1912, and 453,0231 10» on 15tli March 1913 


Y 


A 19068 



254 


110} AL COMMISSION ON INDIAN FINANCr 


W O c2 


PI r- s 
wr p c 
if c Z 


5 « r c, 
P- tr 
c s _ - 


£ sJ X 
ii,3 £ 7 


O Cl Co CO Cl O O Cj I* 1 fl C CO H ^ C5 c 

o N l> ^ ^ ^ I- 1 N N C ^ CJ I t* 

C " «> VI o CO CO f“l H H | t'- 

„ r-4 tS ~5 —4 t lO 

I ^ I-H f-1 91 p-t —< 


4» ■£«'§.- 

r r ii ^ 


c r p* cc -* *-< co »-* o o *-* •"'j pi cp oj ot »p 

*>1 C» N CC Ci H N O r N n H CO ^ sZ^ r-^ 
— *T o" i r~> — 4 »^n Cr\ , *"*i C*n 


++ I ++ I + I ++++ I 


CL'*i''Hir* 1 ''l^r CJOCDOCOQCOOOi*' 
1»C' OHCI*“ C*^OJL^ HeO.QW^ 

-f I- 0* -** IP* »- r C PH o' r-T r-T^f Cf «-f "f 00 CO of 

('l H H H H HHHHHH' 0 * lni,, jrJH(;i 


Q O CO o o o o 
O^ocoaj o o © 
©* o ip* -rf cm of o' 


C N O H o ^ n P p CT O Cfi o CO Ol CO CD o o 
!>. o L'- »0 *-H Cl 

-f tC cp* •** ip* ip cTi-To *— T r-T of «3* »cT r-T a r o' ip* o' 

, — I , — I , — I . — t HHHrJHHtM'^fM'MHH 


- -* s 

oi„ cp 
I ci 2 


HONPHOPOIWWOOCDOCOOCOOO 
~^i> c^i> >p H(M f> p_HCjP i ^i'5hHO o^ar 

cf of rf of-* »f ip*cf r-T cf t-T «-f cp*cT *h t-f pf cf cd 


O o 00 o o o 

O O CD CO Q ^ 


C50«P0155 


HONiDHOi'W^WOCDCOOCDNCDtOO 

O^rH^C^T^r-^C^-p^CO^O^t^r-^rH (NOP 

of of* t>f cf , * J f >f iff* cf I-T cf f-T r-T CO* of Iff r-f cf o' wf 

CQtNHHHH HHHHHHC']'P(NC1H 


PCCNCOCjC'HNMPd-'CSNCDPOHOIP 
CJC50CJQH000000000HHHH 
1 I I I t I I I L I 1 I I 1 I I I I L 
Pi.'JCONCDCiOhWCOP^ONCDC'OHN 
C'CjCTCiC'OOOOOOOOOOOrPi-HrH 
OOOOCOCOCOCDCClG'OOOQOCiOCiCjCi 



APPENDIX Mil 


255 


Note II 

(See paragr aph 0 of Memorandum, p 240 ) 


Increases m invested portion of Papei Cunency Reserve sanctioned m 
1904 and 19] ] Conespondence between Government of India 

and Secretary of State 


Letter fiom the Government of India, No 295, dated 18th August 1904, to 

the Secietaiy of State foi India 


Sinda, 

Su, 18tli August 1904 

We have the honoui to submit, foi join favouiable consideration, 
a pioposal to amend Section 19 of the Indian Papei Cunency Act, 1882 
(XX of 1882), so as to laise fioin ten to twelve cioies of mpees, the amount 
of the Paper Cunency Reseive which may be invested, and to permit of the 
additional two crores being held by the Secietarj of State m London m gold 
securities of the Government of India or of the United Kingdom 

2 The maximum limit of the invested poition of the Reserve was laised 
in 1896 from eight to ten ciores, and, acting" on the sanction accoided m 
Lord George Hamilton’s telegiam of the 17tli of Decembei 1896, Loid 
Elgin’s Government ineieased the investment in that month to the full 
amount peimissible by law 

3 Since that time tlieie has been a large increase m the circulation of 
currency notes, as the following figiues show The aveiage, minimum, and 
maximum of the total circulation for the years 1896-97 to 1903-04 have been 
(in lakhs of mpees) — 



1890 97 

l 

1897-98 j 

1898 99 

1899-1900 1 

1 

1900 01 

1901 02 

1 

1902 03 

1903 04 

Ai ora go 

25,98 

24,24 

25, G3 

27,96 

28,88 

30,03 

l 33,74 

36,41 

Minimum 

23,58 

22,86 

23,25 

26,26 

27,90 

27,68 

31,25 

33,94 

Maximum 

29, r i9 

24,76 

28,20 

29,27 

J 

30,78 

31,86 

i 

i 

35,72 j 

38,21 


Excluding the notes held in the Government Reserve Tieasunes and at 
the head offices of the Presidency Banks, these figuies become modified as 
follows — 



1890 97 

1897 08 ; 

1898 99 

1 | 

1899-1900! 

1 

1900-01 

I 

1901 02 

1902 03 

| 1903 04 

! 

Average 

21,40 

20,35 

20,79 

i 23,09 

23,86 

i 23,16 ; 

1 25,74 j 

. 

28,70 

Minimum 

20,57 

19,4-1 

19,43 

21,91 | 

22,85 

■ 22,39 

,23,93 

27,44 

Maximum 

22,38 

21,20 

22,49 

24,41 i 

] 

25,02 

| 24,40 

27,35 

i 

30,30 


4 It will be seen that the aveiage net circulation hqs nsen m these seven 
years from 21 4 to 28 7 ciores, oi bj r 34 pei cent, and that an mciease of 
two croies m the invested poition of the Reseive would laise the lattei to less 
than 42 per cent of the aveiage net cnculation of the past yeai We do not 
think it safe to assume that the high level of that ye ai will mvanablj be 

Y 2 



256 


R01AL COMMISSION OX INDIVN TINANCL 


maintained, but m view of the fact that the minimum net cn dilation has 
not fallen below 22,39 lakhs m the last four years, we aie of opinion that the 
pioposed mciease of the investment is fullv justified 

5 We have consulted the Presidency Banks and the Ohambeis of 
Commeice on the subject, and we enclose a copj of then leplies It will be 
seen that, with the solitary exception of the Bank of Bombay, they aie 
unanimously of opinion that the investment can safelj be inci eased to the 
extent pioposed We do not think it necessaiy to dwell on the objections 
laised by the Bank of Bombay, which aie based on the theory that the 
lupees in India are, oi aie m dangei of becoming, redundant We have 
provided as fax as possible against this dangei b\ crediting the profits of 
coinage to the Gold Reseive Fund, and the steady giowth of that lund 
affoids, m our opinion, the best guarantee against the depieciation of the 
lupee The aigument of the Bombay Bank that gold should be held m 
India instead of being invested appears to be aimed against rlie investment 
of the Gold Resene Fund lathei than against the pioposal now under dis- 
cussion, and, since the pnnciple of investment lias been accepted an the 
case of that fund, (to the extent of a substantial poition thereof, though not 
necessanlv to the whole) it seems to us to be unpiofitable to discuss it m con- 
nection with the minoi question of the investment of the Currency Reserve 

6 We turn therefoie to the question of making the investment m gold 
secuiities Diffeient opinions have been expiessed on this point, and some 
of the bodies consulted appeal to have been influenced by considerations 
othei than the secunty of the Reseive and the convertibility of the note 
issue We hold stiongly that these are the chief points to be consideied, 
and that it would not be piopei to admit into the discussion such con- 
siderations as the lelief of holders of our 3 pei cent lupee loan oi the 
lmpiovement of oui ciedit as bonowers m India oi m London 

7 The securities selected foi investment should, we think, be such as 
would be leadily realizable if it should become necessaiy to conveit them 
into coin Such a necessity is only likely to arise m the event on a seuous 
financial oi political cnsis occuiimg m India, and m that case oui lupee 
securities would inevitably be depi eciated and difficult to sell, while it is 
piobable that sterling secuiities would not be so seriously affected, owing to 
the gi eater capacity and solidity of the London maiket 

8 The possession of sterling secuiities would cany the furtliei advantage 
that the proceeds would be receivable in London, % e , m the market in 
which, if moie lupees were lequned, we should have to buy silver, and in 
which also, if gold weie lequued foi sti engthemng exchange, the demand 
■would make itself felt 

9 Lastly, m the event of oui being compelled to sell any of the secuiities 
held m the Cunency Reseive, it would be convenient to have two oi more 
classes of stock to choose Rom, and this powei of selection would probably 
reduce the loss on the transaction 

10 Foi these thiee leasons we considei that the investment m steilmg 
instead of lupee secuiities would be distinctly advantageous 

11 In the Despatch lecommendmg the last mciease m the investment 

•* No 131, dated the 2nd Tune 1896 ° f tlie Omrency Reseive Loid Elgin’s 

Government expiessed a doubt wliethei, 
in considering a proposal put forwaid solely Rom the point of view of the 
Currency Resene, it was right to be influenced by the possible effect which 
the measure might have upon the exchange value of the lupee We aie 
emphatically of opinion that the pnmaiy and essential function of the 
Currency Resene is to secuie the convertibility of notes into current com, 
and that nothing whatever should be allowed to interfere with the ariange- 
ments best suited foi that purpose But so long as this condition is 
sci upulously satisfied, we see no leason why, m the management of the 
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Reseive, ive should not have legard to any incidental advantage which may 
anse theiefiom In the yeais which have elapsed since Loid Elgin’s 
despatch was wntten it has been found that the Cunency Resene foi ms an 
impoitant, if not an essential, pait of the niachmeiy by which the pai of 
exchange between the soieieign and the rupee is maintained The main- 
tenance of a stock of both coins m the Reseive enables us to exchange them 
fieely in India, and if a demand foi gold foi evpoit should anse, on mg to a 
tempoiary weakening of exchange, u e should be able to meet it to°a not 
inconsiderable extent from the Cunency Reseive am thou t depiessmg the 
sterling value of the lupee and AMthout drawing upon the Gold Reser\ e 
Fund Com ei sely the stock of mpees m the Reseive enables us to absorb 
redundant soveieigns and to letaid the undue appieciation of the lupee 
until silvei can be obtained fiom England foi coinage 

12 In deteiminmg, theiefoie, the amount of com AAduch it is advisable to 
retain m the Cunency Reseive, tve aie of opinion that it is not impiopei to 
take into account this secondaiy function Arhich the Resei ve peiforms m 
piovidmg a maigm against temporary fluctuations oi exchange, and aa e have 
consideied the question from this point of \iew It aa ill be obseived that 
the Banks of Bengal and Bombay hate been influenced by similar 
considerations the appioval of the foimei to the mciease of the invest- 
ment is subject to the pioviso that tho piopoition of the gold held m the 
Reseive should be limited and not allotted to use unduly to the piejudice of 
the silvei iesert r e , ttlnle the tiett of the lattei Bank is, as obseived above, 
that the possession of a laige sum of gold in the Reseive t\ ill stiengthen the 
position as legal ds stability of exchange 


13 The piopoition of siltei m the Reseive ttlnch tte have found by 
expeiience to be sufficient at the opening of the busy season, when the 
demand foi rupees sets in, is appioximately one-thnd of the total note 
cn dilation, and lie have lecently laidf befoie you a suggestion to supplement 

the coined mpees by a special leseive 

A iYlooT tCl1 ’ oi tluee C10ies " 0lth oi silvei The 

p aveiage gioss note cnculation in the 

past veat AiasJfl 41 cioics, and if a sihei leserve tveie held against this, 
consisting of one-third (12 14 ciores) in mpees pin s 3 cioies uncoined, an 
imestment of 12 cioies AA-ould leate a muigin of 9] cioies to be held m gold 
IE the atciage cnculation of the past foui yeais be taken, the maigm 
available for gold AAOuld still be cioies We considei that the maigm 
thus indicated is ample, and that alaigei piopoition of gold is not at piesent 
requited m this country 


34 On the above giouuds \\e ask yotu peinussion to intioduce a Bill 
dining the next Calcutta season to give elfect to the pioposal stated in the 
Inst paiagiaph of this despatch We piopose to take up the necessaiy 
legislation in Calcutta, fiistlj, because it is desnable to alien the measuie to 
be fully discussed by the lepiesentatives of commeicial intei ests, and, 
secondly^, because ve have m hand the piepaiation of a Bill foi the 
simplification and consolidation of the Papei Cunency Act, ulnch will 
piobably have to be lelened foi yoiu ouleis and will m that case not be 
ripe for introduction until the Calcutta session A e hope to be able to deal 
AAitli all pending matteio l elating to the Currency Reseive m one Bill, but, 
m vieiv of the impoitance of the piesent pioposal, Ave have thought it 
advisable to refei it to you separately 

We have, &c , 

(Signed) Ampihill 
Kitchener 
E FG Law 
E R Elles 
A T Arundel 
H E Richards 


y 3 
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Enclosure No 1 

Letter to the Chambers of Commerce and the Piesidency Banks, No 2632a, 
dated the 29th April 1904, and enclosures 

Simla, 

gj R 29th April 1904 

I am dnected to request that the 

Government of India with an expression of opinion on a proposal, which 

is undei the consideiation of the Governoi-Geneial m Council, to take power 
by legislation to increase the invested portion of the Paper Currency 
Reserve Lorn ten to twelve crores of rupees 

2 The lustoiy of the invested Reserve, and the considerations which have 
fiom time to tune moved the Government of India to increase it, aie set 
forth m Mi Finlay’s letteis No 646S, dated 23id Decern bei 1889, and 
No 5318a, dated 7th November 1S95, of which copies aie enclosed for 
refeience It has throughout been the policy of the Goveinment of India to 
fix the limit foi investment well witlnn the amount of notes which has been 
found by experience to be necessary foi the monetary transactions of the 
countiy and which may theiefore confidently be expected to be always 
outstanding The Governor-General m Council has approached the piesent 
proposal with the same guiding principle m view 

3 Tables are appended to this letter showing month by month from the 
yeai 1887-88 the gioss cnculation of cuirency notes in India, and also, from 
the year 1889-90, the net circulation, excluding the amounts held m the 
Reserve Tieasuries of the Government and at the head offices of the 
Presidency Banks It is to the latter figures that the Government of India 
chiefly look m estimating the permanent cnculation among the public From 
the following analysis of these figures thepioposed increase of the investment 
to 12 cioies would appear to be fully justified 

4 Pi 101 to the last increase of the investment, which was made m 
December 1896, the aveiage and minimum net circulation had been as 
follows — 



Average (Lillis) 

Minimum (Laths) 

1893-94 


18,24 

1894-95 


18,64 

1895-96 


20,83 

1896 (8 months) * - 


21,37 

Average ... 

20,73 

19,77 


* April to Kovomjier 


The corresponding statistics foi the last four years are given below — 



Average (Laths) 

Minimum (LaLhs) 

1900-01 

23,86 

22 , 85 

1901-02 

23,16 

22,39 

1902-03 

25,74 

23,93 

1903-04 

28,70 

27,44 

Average 

25,36 

24,15 


5 The sum of 10 crores of rupees to which the investment uas raised m 
1S96 amounted to 48 24 pei cent on the previous average net cnculation as 
worked out above, and to 50 58 per cent on the average minimum of such 
circulation A furthei increase now to 12 cioies would bung the investment 
up to 47 32 pei cent on the moie recent average of the net cn dilation and to 
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49 69 pei cent on the aveiage minimum The piesent cncumstances cone- 
sponcl therefore veiy closely to those which prevailed m 1890, and the leasons 
which weie put forwaid foi an mciease ol the investment m that year and 
which were subsequently justified by results, appear to the Government of 
India to be equally operative now, and fully to justify a further increase 
The case for a fuither investment of two cioies is even stronger at the 
present time than it was m 1S96 because the net circulation has lately shown 
a veiy rapid tendency to increase, and this 'increase may be taken as an index 
of a giowth of the monetary transactions of the countiy and consequently ol 
the minimum amount of notes which will be necessary foi such transactions 

6 Moieover, in 1890 some doubts weie expiessed as to the effect on the 
stability of exchange of a measuie which would lesult m mci easing the 
rupee circulation by two cioies At the piesent time the stock of gold m 
the Currency Resene is so high that the Government of India could view 
with equanimity such an addition to the silver cunency 

7 In this connection I am to point out that the gold held in the Reseive 
aft'oids a means of effecting the proposed investment without altenng the 
volume of the lupee currency , and I am to say that it has been suggested to 
the Government of India that it would be desnable foi some reasons to make 
the investment, not m lupee securities, but m sterling securities, eithei of 
the Butish Government or of the Government of India " The Government of 

India would be glad to learn whethei any observations to 

oftei on this suggestion 

8 As on fonnei occasions, if it should be decided that an mciease m the 
amount of the investment may safely be made, caie would be taken to 
exercise the powei only on some convenient opportunity when it would be 
possible to cany out the opeiation without piejudicmg the maiket m 
Government securities 

I have Ac , 

R A Mant, 

Deputy Secietaiy to the Government of India 


I - — Statement showing the Cnculation of Papei Cunency for all India 

(In laklis of Rupees 1 



1887- 

18SS- 

1889- 

1890- 

1891- 

1892- 

1893- 

1894- 

1893- 

1896- 

1897- 

189S- 

1899- 

1900- 

1901- 


88 

89 

90 

91 

92 

93 

91 

95 

90 

97 

98 

99 

1900 

01 

02 

\pril - 

14,02 

10,54 

15,83 

17,42 

25,71 

23,96 

24,22 

30,64 

30,76 

25,92 

23,91 

24, 2S 

28,02 

27 90 

23,59 

May 

13,90 

17,03 

15,77 

17,05 

26,18 

25, 2S 

24,99 

31,13 

30,17 

26 89 

22 80 

21,23 

23,25 

28,05 

29,08 

June 

14,08 

17, G9 

1G 24 

17,94 

20,81 

26,77 

26,49 

31,40 

30,80 

27,78 

23,39 

24,92 

29 14 

30 41 

31,S2 

July 

15,43 

18,00 

10,50 

19,18 

27,04 

28,46 

27,05 

31,20 

32,43 

29,59 

24,76 

26 21 

2Q 27 

30 78 

31,69 

August 

15,00 

17,09 

16,15 

20,50 

20,93 

29,06 

2S.30 

31,57 

31,54 

2S,23 

2100 

20 32 

2S70 

28,44- 

19, 8S 

September 

10 78 

10,94 

10,14 

22,97 

20,24 

28,07 

28,98 

31,23 

30, 17 

26,89 

24 74 

23 64 

27 03 

2S 31 

10,55 

October 

17,78 

10,74 

10 03 

25,00 

2 ,,99 

28,94 

23,59 

31,81 

29 93 

25 OS 

24 59 

25 81 

27,07 

28 30 

31,86 

November 

18,01 

15,50 

10 67 

20,54 

25,88 

28,83 

29,02 

32,36 

28,39 

2131 

24 65 

2o,79 

27 33 

2S35 

30, GO 

December 

17,00 

15,15 

15,47 

27,04 

2185 

20 05 

30,13 

31,43 

27,82 

25,25 

23,79 

25,20 

26,26 

2b, 00 

2S,07 

January 

17,08 

15 28 

10,29 

27,00 

22,02 

26,01 

30,52 

29 50 

27,12 

24,27 

24,32 

25,07 

27,18 

29 37, 

27,93 

February 

10,15 

14,83 

10 37 

20,12 

22,90 

23,86 

30,20 

30,35 

23,99 

23,58 

2451 

20,21 

27,27 

28 10 

27, OS 

March 

16,42 

15,74 

15,77 

25,09 

2408 

26,40 

30,41 

30,70 

23,94 

23>3 

24,70 

2S,20 

2S,74 

29,87 

31,06 

Average 

16,16 

10,43 

10,15 

22,89 

25,44 

27,10 

28,29 

31,11 

29,28 

25,98 

24,24 

25, G3 

27,90 

2S.8S 

30,03 

Maximum 

18,01 

18,00 

10,07 

27,00 

27,04 

29,06 

30,52 

32,36 

32,13 

29,39 

24,76 

28,20 

29 27 

30,78 

31,80 

Minimum 

13,90 

14,83 

15,47 

17 42 

22,62 

23,90 

24,22 

29,60 

23,94 

23, 5S 

22,86 

23,25 

26,26 

27,90 

27, 6S 
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T — Statement showing the Circulation of Papei Cmrency excluding amounts held 
by the Government Reserve Treasunes and by the Piesidency Banks at their 
Head Office (In lakhs of Rupee’s ) 


1 

Month 

1889- 

1890- 

1891- 

1892- 

! 

1893- 

1894- 

1 

1 

1895- 

1896- 

i 

1897- 

189S- 

1899- 

1900- 

1901- 

90 

i 91 

92 

93 

: 

94 | 

93 

96 

97 

9S 

99 

1900 

01 

02 

Apul 

13,20 

13 71 

17,28 

18,72 

20,84 1 

18,64 

21,81 

21,96 

20,33 

19,78 

22,50 

23,61 

23,13 

May 

13 39 

13,96 

17 41 

19,47 

19,99 

1900 

21,34 

21,53 

19,66 

20,10 

22,08 

23,67 

22,83 

June 

13 40 

13 66 

17,90 

19,97 

19,49 ! 

19 09 

20,83 

21,61 

19,75 

19,43 

22,19 

23, 8o 

23 31 

July 

1344 

13,73 

17,37 

20 59 

19,19 j 

19,10 

21 49 

21,37 

20,20 

20,10 

21 94 

22,83 

22,08 

August 

12,95 

14, 4S 

17,01 

20 49 

18,90 

19 19 

21 58 

21,75 

20 07 

20,37 

22 63 

23,15 

22,45 

September 

13 20 

15,13 

17,09 

21 00 

19,09 

19,55 

22 37 

21,51 

21,10 

20,42 

22,69 

23,84 

22,39 

October 

13 51 

15,88 

1917 

22 12 

18,81 

2012 

t 23,01 

22,38 

21,08 

20,u9 

23,87 

24,42 

22,80 

November 

13 31 

15,67 

19,01 

22 30 

18 84 ' 

20 (> j , 

22,84 

21,60 

21,20 

21,31 

23,50 

25,02 

23,34 

Decembei 

13, G9 

10 59 

j 19,39 

22,40 

19 00 , 

21,82 

23,02 

20,99 

20,73 

21,47 

23,83 

24,58 

23,97 

January 

13,02 

1 1G,92 

! 18,21 

21,70 

1919, 

22 15 

22 52 

20,80 

20,18 

21,53 

23 54 

23,62 

23 28 

February 

13 33 

17,51 

18 44 

21,33 

18 24. 

2± 05 

: 22,40 

20 37 

19,-44 

21,90 

23,77 

23,05 

23,33 

March 

13, 30 

| 17,62 

| 18,45 

21,68 

18 49 j 

1 

21,31 

j 22,14 

20,76 

I 

19,83 

22,49 

24 11 

24,14 

24,40 

Average 

13 38 

j 15 40 

18,10 

21,01 

19,23 

20,21 

22 11 

i 21 10 

20,35 

20,79 

23,09 

23,80 

23 10 

Maximum 

13 09 

1 17,02 

19,39 

22,40 

20,84 

22,15 

23,04 

1 22,18 

21,20 

22,49 

24,41 

2o,02 

24,40 

"Minimum 

12 93 

13,60 

1 

17,28 

1 

i 18,72 

! 

18,24 1 

1 

lb, 04 

20,83 

1 20,57 

19,44 

19,43 

21,91 

22,83 

22,39 


No I — Statement showing the Cuculatiou of Papei Cunency foi all India 

(In lakhs of Rupees ) 



Month 

1902-03 

1903-01 



Api il - - 

31,25 

33,94 



May • - 

31,56 

35,13 



June 

33,50 

36,57 



July - - - 

35,20 

37,57 



August 

35 58 

37,70 



September 

34,65 

36,61 


1 Octobei 

34,36 

37,00 



I Noiembei - - 

34,26 

36, 9S 


! Decembei 

33,74 

34,43 



Fanuaij 

3212 

35,47 



Februai} 

32,85 

37 29 



Maich - - - - 

35,72 

38,21 



Aienge - 

33,74 

36,41 



Maximum 

35,72 

38,21 


1 

Minimum 

31,25 

33,94 

1 



No II — Statement showing the Cnculation of Papei Cunency excluding 
amounts held bv the Government Reseive Tieasunes, and by the 
Presidency Banks at then Head Offices (In lakhs of Rupees ) 


Month 

1902-03 

1903-04 

April 


23,93 

27,58 

M-iy ... 

- 

24,02 

27,44 

June 

- 

24,62 

27,69 

Jnlj 

- 

24,96 

27,85 

August 


25 29 

28,01 

Septembei 


25,17 

2912 

Octobei 

- 

23,51 

28,56 

Novembei 

- 

25 94 

29,28 

Decembei 

- 

27 35 

29,96 

Jannaij 

- 

26,99 

2913 

Febru uj 

- 

27,00 

29,54 

March ... 

“ 

27,12 

30 30 

Avenge 

_ 

25,74 

28,70 

Maximum 

- 

27,35 

30,30 

Minimum 


23,93 

27,44 
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Lptlei No 6468, dated 23id Deeembei 1889, liom J F Finlay, Esq 

Officiating Secietaiy to the Government of India, Finance and Commerce 

Department, to the Secietaiy to the Chambei of Commerce, iMns 

Bomba) 

1 am directed by His Excellency the Govemoi Geneial m Council to 

Calcutta 

lequest that the Chambei of Commeice, Madias' - , will be good enough to 

Bomba) 

favorn the Government of India with an expiession of its opinion upon a 
pioposal to mciease the poilion of the Papei Cuiiency Reseive which is 
mvesled m Government seem i ties 

2 When the issue of a Government Papei Cuiiency was hist consideied 
by the Got eminent of India in 1800, it was pioposed to fix the limit of the 
poi tion of the Resei \ e w Inch might be invested m Government seem i ties at 
a fixed piopoition, two-tlmds, oi the mine of notes m cumulation But it 
u as decided that the safei and soundei punciple was to pi escribe a fixed 
sum as the limit, that sum being somewhat less than the smallest aggiegate 
amount of notes which expenence had pioved to lie necessaiy foi the monetaiy 
transactions of the country It was consideied that notes to this amount at 
least vould alwajs be outstanding, and that consequently it would not be 
necessary to keep com in leseive ioi the puipose of cashing them Wnen 
this punciple was adopted it was contemplated that it would be necessaiy to 
vaiy the hunt m accoi dance with the cncumstances of the times, and that 
the maximum sum that might be invested in Government secunties would 
be fixed Rom tune to time bj legislation In the Paper Cuiiency Act of 
1861, the sum to be so invested was fixed at foui cioies of mpees In 1S70 
in view of the facts that the note circulation had mci eased considerably 
since that limit lias fixed, and that the investment m Government securities 
boie a much smallei piopoition to the total leseive than when the Act of 
1861 was fust biought into opeiation the limit was laised to six cioies The 
minimum cn dilation of each ^ eat fiom 1862 to 1870 mil be found in the 
statement appended The maximum limit of investment m Government 
secunties is still six cioies of mpees 

3 Since 1870 the note circulation has gieatly increased, as will be seen 
from the Statement attached In that yeai the minimum cn dilation was 
about 82 cioies oi mpees, but since 18S0-81 the minimum cn dilation has 
never fallen as low as 12 croies, for the last five yeais the minimum has 
exceeded 13 cioies , and in the jnesent yeai it appioaches 16 cioies Theie 
is no reason to doubt that the minimum circulation m the futiu e w ill continue 
to be at least 50 pei cent m excess of the minimum of 1870 With a 
minimum circulation m the jnesent yeai of, say, 15 2 ciores, the investment 
of the Reseive remaining at six croies, the sum held in com and bullion 
amounts to about 9^ cioies 

4 The piimaiy consideration in dealing with this question must be the 
necessity of seeming the immediate convertibility of the note under all 
circumstances to which w r e can reasonably look fonvaid Iiis Excellency in 
Council has no doubt that the leseive held in com and bullion at the piesent 
tune is moie than sufficient to secuie convertibility undei all ordmaiy 
conditions, and the question to be decided is whethei oi not it is necessaiy 
to maintain the piesent high late of leseive with a view r to possible difficulties 
of the futiu e winch may novel arise In connection with tins aspect of the 
case, I am to call the attention of the Chambei to Section 21 (1) of the Papei 
Currency Act, 18S2, undei winch the geneial ciedit of Government is pledged 
foi the convertibility of the note The Cuiiency Reseive would, theiefoie, 
be supplied in case of need by the cash balance at the disposal of the Govern 
ment of India, and the note w r ould not cease to be convertible, even if the 
Cuiiency Reserve w r as exhausted, so long as the Government of India could 
spaie funds from the general cash balance at its disposal The proposal 
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which, has been undei the consideration of the Government of India is to 
take powei from the Legislature to mciease the amount of the invested 
reserve to eight ciores of lupees , but it is not intended foi the present to 
mciease the investment by moie than one cioie, any fuithei mciease up to 
the limit of eight crores being made only if and u hen cncumstances are 
favourable , and it is possible that even the increase of one croie might not 
be made foi some time 

5 I am to say that His Excellency m Council will be glad to be favoured 
with the views of the Ckambei as eaily as may be convenient 


Statement shoving Minimum Ouirency Note Cn cniation and the Reserve 
in Securities on Bullion and Com since March I8b2 


1 

* 

1 1 

4 

5 

i 

i 0 

7 

Month in which the 
Cntroncy Note 
circulation of each 
^ eai since 18G2 
ins the Ion est 

Minimum Note 
circulation 1 
rctcired to j 
m ( 1 ) ! 

Metallic 
i it oserve of the 
Cuucncy 
Dopaifcment 
(Silvei and 
Gold* Com and 
bilrcr Bullion) 

Itesorve held 
in Go\ em 
ment 
Securities 

’ 

i 

' 

SiBorCom 

included 

! m (V 

• 

( 

1 

1 ci ntftge 
jofgon | 

i 

| 

1 1’ir 
contact 
of (5) on 

(b 


Much 1802-bl 3,()9,0d000 3,09,00,000 

Mi\ 1863-64 - ! 101,00,000 4,33,75,420 

June 1864-65 - i 5 99,25,690 2,95,30,680 

Febtuii) 1865-66 6 87,48 020 2,89,45,480 

Apnl 1866-67 7 02,02 340 3 04,00,010 

1867- 68 7,83,51,890 4,58,34,340 

1868- 69 8 91,03,970 5,06,43,420 

, 1869-70 9 80,32 01 0 5, 89, 01, 940 

May 1870-71 i 3 08 19,030 5,55,63,670 

April 1871-72 J 10,13 06 840 6 90 34,S30 

March 1872-73 - . 11,13 50 610 5 44,11,080 

, 1873-74 9 24 97 610 3,55,58,080 

Apnl 1S74-75 I 9,27 43 390 i 3,58,03,860 

, 1875-76 ,10,75 44,640 , 5,06,05 110 

May 1876-77 ' 10,70,38 510 j 5 00,99,010 

Apnl 1S77-78 11,13 05 280 5,13,24,380 

Mai ch 1878-79 11,42,36,450 j 5,42,45,280 

Jhj 1879-80 11,17,12,730 5,25,39,570 

Apnl 1880-81 12,S8,52 650 6,88,81,900 

, 1881-82 I 12,S5,oS,290 6,86,34,110 

„ 1882-83 14,19,99,180 8,19,99,210 

J muai) 1S83-84 12,10 91,100 i 6 10,91 130 

\pnl 1884-85 12,34,24,500 ; 6 34,24,510 

„ 1885-86 13,01,78,470 7,01,80 970 

„ 1886-87 13 77,91,000 7 77,99,000 

May 1887-88 - 13,90,32,420 7,90,39,920 

Februni) 1888-89 - 14,82,98,050 8,88.08,020 

31st May 1SS9-90 - 15,70 65,640 9 7S 45,610 

Total Circulation 
since Mi) 1S89 

30th June 1889-90 16,24,30,050 10,26,10,021 

31st July 1889-90 - 10,49 51,130 10,51,31,101 
31st Aug 1889-90 1615 23,510 10,15,23,530 

30th Sept 1889-90 16,13,80,895 10,13,80,915 

31st Oct 18S9-90 - j 16,02 98,105 10, 62, 9S, 125 
30th Nov 1889-90- 16,66,77,005 10 66,77 625 


— 3,69,00,000 100 , 100 

6 7,24,580 3,03 75,420 86 58 ' 60 63 

3,03,95,010 2,12 30 660 49 28 i 35 43 

3,98,02 540 1,81,75,310 12 10 I 26 44 

3,98,02 530 2,68,99,800 13 33 38 32 

3,25,20,550 3,82,25,130 5S 49 1 48 78 
3,25,20,550 5,12,31,210 63 53 J 57 46 
3,91,30,070 : 3,43,73 730 60 OS I 35 06 

3,12,55,360 417,14,450 63 99 4S 05 

3,22 72,010 6,31,88,450 68 14 62 37 

5,69,39,530 4,33,58,500 48 86 38 04 

5,69,39 530 2,29,10,510 38 -14 24 77 

5,69,39,530 2,42,34,270 38 65 26 13 

5,69,39,530 1,20,46,580 47 05 39 09 

5,69,39,530 5,00,07,840 46 85 46 72 

5,99,80,900 3,73,00,200 46 11 33 51 

5,99,91,170 3,78,99,040 47 48 33 18 

5,91,73,160 3,93,10,380 47 03 35 19 

5,99,70,750 5, S3, 89, 340 53 46 45 31 

5,99,24,180 6,69,00,000 53 39 | 52 04 

5,99,99,970 6,95,44,960 57 74 4S 97 

5,99,99,970 5,67,25 500 50 15 > 46 84 

6,00,00,000 5,24,00,280 51 39 1 42 46 

5,99,97,500 5 21,37,450 53 91 I 40 05 

5,99,95,000 6,41,38,820 56 46 ! 46 55 

5,99,92 500 7,08,77,980 56 85 50 98 

5,94,90,030 7,89,34,730 59 88 j 53 23 

5,98,20 030 8,73,41 442 62 06 55 39 


5,98,20,029 9,72,16,771 63 17 59 85 

5,98,20,029 9,97,63,602 63 73 60 48 

5,99,99,980 9,22,08,752 62 85 57 08 

5,99,99,980 9,04,01,379 62 82 56 02 

5,99,99 980 9,53,17 630 63 92 57 32 

5,99,99,9S0 9,79,93,406 64 58 79 


* From 18G5 to February 1870 
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Lettei No 5318a, dated 7tli November 1895, from J F Finlay, Esq , Secietaiy 
to the Government of India, Finance and Commeice Department, to the 

Calcutta 

Secretary, Chamhei of Commeice, Madl 9s 

Bombay 

I am directed by His Excellency the Governor-General m Council to 
request that the Chamber of Commeice mil be good enough to favour the 
Government of India mth an expression of then opinion upon a proposal to 
take power fiom the Legislature to raise the limit of the Paper Currency 
Reserve which is held in Government securities, fiom eight to ten croies of 
lupees 


2 The maximum limit of the invested Reseive uas laised on the last 
occasion in 1890 from six to eight ciores by Act XV of 1890, and m 
accoi dance with the requirements oi the Cuirency Act the increases to the 
investment from tune to time weic separately notified, the limit of the 
investment having been laised to seven cioies by the Notification in tins 
Department, No 5900, dated 19th Decembei 1S90, and to eight crores by 
the Notification No -1861, dated 3rd Decembei 1891 

3 The considerations involved in the question of an increase in the 
cuneucy investment were fully discussed in 1890, and the lnstoiy oi the 
subject was brought down to 1SS9 in my lettei to the Chambeis of Commeice 
No 6468, dated 23rd December 1889, a copy of which is enclosed The 
iollowing table gives the figures of the cn dilation of Papei Cuirency foi all 
India fiom 1887-88 (?n laLlis of Rupees ) — 


Month 

1887-88 

1888 - 8<1 

1889-80 

1890-91 

1891-92 

1892-99 

1899-94 

1894-95 

1895-96 

Apul 

14,02 

16,5 1 

15,83 

17,42 

25,71 

23,96 

24,22 

30,64 

30,76 

Maj 

13,90 

17,03 

15,77 

17,65 

26,18 

25,28 

24,99 

31,13 

30,17 

June 

14,08 

17,69 

16,24 

17,94 

26,81 

26,77 

26,49 

31,40 

30,86 

Julj 

15,48 

18,06 

16,50 

19,18 

27,04 

28,46 

27,05 

31,20 

32,43 

August - 

15,66 

17,69 

16,15 

20,50 

26,93 

29,06 

28,30 

31,57 

31,54 

September 

16,78 

16,91 

16,14 

22,97 

26,21 

28,97 

28, 9S 

31,23 

— 

October 

17, 7S 

16,74 

16,63 

25,66 

25,99 

28,94 

28,59 

31,81 

— 

November 

18,61 

15,50 

16,67 

26,54 

25 SS 

28,83 

29,62 

32,36 

— 

December 

17,69 

15,15 

15,47 

27,04 

24,85 

26,05 

30,13 

31,45 



January 

17, OS 

15, 2S 

16,29 

27,66 

22,62 

26,61 

30 52 

29,50 

— 

February 

16,45 

14,83 

16,37 

26,12 

22 90 

25,86 

30,20 

30,35 

— 

March 

16,42 

15,74 

15,77 

25,69 

24, OS 

26,40 

30,41 

30,70 

— 

Average 

16,16 

16,43 

16,15 

22,89 

25,4-1 

27,10 

28,29 

31,11 



Maximum 

18,61 

18,06 

16,67 

27,66 

27,01 

29,06 

30,52 

32,36 

— 

Minimum 

13,90 

14,83 

15,47 

17,42 

22,62 

23,96 

24,22 

29,50 

— 


The above figures indicate that the total circulation of currency notes has 
steadily increased since the yeai 1887-88, and has now reached a figure 
about double that of the year 18S9-90 But the Government of India aie 
of opinion that these figures of total circulation show the mciease as larger 
than can be considered to be the noimal increase which may, with due 
regard to the caution desirable m the discussion of the question now under 
consideration, be counted on as ceitam to continue In the first place, the 
Government balances during the past two yeais have been unusually high, 
and a great portion of the excess balances, held m the Government Reserve 
Treasuries in currency notes is included m the cn dilation Secondly, the 
figures include the notes held by the Presidency Banks at then head offices, 
but the demands foi encashment of notes so held are occasionally so laige 
that a considerable portion of them cannot be treated as permanently m 
circulation 

4 On the grounds above explained, it is considered that for the present 
purpose it is desirable, in order to pier entail risk of over estimating the 
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permanent circulation, to exclude the balances of cmiencv notes m the 
head offices oi the Presidenc 3 r Banks and m the Resei ve Tx easur ics f i om the 
total circulation Aftei such exclusion the figures foi 1889-90 and sub- 
sequent 3 ears m the Table m paragraph 3 will stand as follows — (In lakhs 
of Rupees ) 


Month 

| 1880-90 

1800-91 

1891-92 | 

1892-91 

1891-91 

1891-91 

1 

< I&95-9I, 

April 

! 13,20 

13,71 

| ! 
1 17,28 . 

18 72 

20,81 ! 

18,01 

7 - 

! 21,81 

May - 

1 13,10 

13,00 

17 11 | 

19,17 

10,90 j 

19,00 

! 21,31 

Tune 

1 13,-10 

13 66 

, 17 00 

10 07 

10,10 

10 00 

1 20,83 

Tulj - 

13,14 

13,73 

: 17 37 [ 

20 50 

10,10 

10 10 

[ 21,19 

August - 

i 12,05 

11 38 

17,01 

20 10 

18,06 

■ 10,10 

! 21,58 

Scptunhei 

1 13 20 

1513 

( 17 00 

2100 

10 00 

1 19,55 


Octobei 

13 51 

15,88 

1 10 17 ! 

22,12 ] 

18 83 

2012 


No\ embei 

13,31 

15,07 

1 10 01 

22,30 1 

18,81 

10,6b 

20,65 

f 

Dectmbei 

13 00 

j 10,50 

i 10 30 

22,10 

1 2182 

1 

Junuaiy 

1 3 62 

i 10,02 

18,21 

2170 

10,10 

1 2215 

j 

FebruRij - 

13,33 

17,51 

I 18, H 

21,33 

18,24 

, 21,65 

j 

March 

13,50 

J 17,62 

18,15 

21,08 

IS, 10 

< 21,31 

| ■ 

Aveiage 

13,38 

1 15, 30 

! 18 10 

21,01 

10,23 

20 21 

1 

Maximum 

13,60 

17,02 

i 10 39 

22,10 

20,81 

22,15 

i — 

Minimum 

12,95 

13,66 

1 17 2S 

18,72 

18 21 

18,61 

i ~~ 


Fiom this Table it is obsened that when the last liicieuso to the line&t- 
nient was discussed tow aids the end of 1SS9, the cn culation (excluding 
balances in the Resei \ e Tieasunes and he, id offices ol the Presidcnc 3 T Banks) 
amounted to only about 13 to 134 ci oics, while duung the three icais ending 
1894-95 the minimum circulation has been well above IS croies 


5 On a consideiation of tire figures given above, it appeals to the 
Government of India that the cn dilation of Cmieuc> notes has now attained 
a level about 50 pu cent Jiighei than in the real 1SS9-90, and that rtwill 
be quite safe now to laise the limit of the imestment to ten cioies The 
figures might indeed justify an even gi eater mciease in the imestment, but 
the Gor eminent of India do not desne to go to the full limit of safet 3 An 
investment of the Resene to the extent of ten cioies would lepiesent onR 
about 50 pei cent oi the aveiage circulation as gnen in paiagiapli 4 The 
pioposed mciease wmuld theiefoie appeal to lear e a full} sufficient margin 
to secure the immediate comertibility of the note even duiing a commercial 

crisis As pienously explained m 


* Cop) enclosed 


paragraph 4 of my lettei of 23id 


Decembei 1889, ovei and above the resei ve of com and securities, the 
general credit of Government is pledged foi the comertibiliU of the note 
under section 21 ( 1 ) of the Paper Cunency Act 


6 The pioposal which His Excellency the Got einor-General in Council 
is disposed to make now is to take powei iiorn the Legislature to mciease 
the limit of the investment from eight to ten cioies, and foi the reasons 
above explained, he considers, subject to the opinions lie may leceive from 
the Presidency Banks and the Chambers of Commerce, that this power may 
be used with safety on some convenient occasion when it may be possible to 
cany out the operation without affecting the public market 

7 I am to say that His Excellency m Council will be glad to be favouied 
with the views of the Chamber as eaily as may be convenient 
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Enclosure No 2 

No GPL 122-6, dated Madras, the 17th May 1904 

Fiom J Kerr Greig, Esq , Acting Secretary and Treasurer, Bank o£ Madias, 
to the Secietaiy to the Government of India, Finance and Commeice 
Depaitment 

1 have the honour to acknowledge receipt of youi letter No 2632a , 
dated the 29th ultnno, on the subject of a pioposal, which is undei the 
consideiation of the Governoi-Geneial m Council, to take powei by 
legislation to mci ease the invested portion of the Papei Cmrency Reseive 
from 10 to 12 cioies of lupees, and m reply I am desned to say that, 
in view of the lecent increase m the permanent circulation, my Dnectois 
aie of opinion that the proposed mciease of two ciores of lupees m the 
invested portion of the Reseive may be made with safety 

2 My Dnectois aie also of opinion that the investment should be made 
in lupee secunties of the Government of India as giving the best letuin, 
and it appeals to them that advantage might be taken of the issue of the 
new loan as a convenient oppoitunity to carry out the opeiation without 
prejudice to the maiket 


Enclosuie No 3 

Dated Cawnpore, the 23id May 1904 

From A Shakespear, Esq , Assistant Secretaiy, Uppei India Chambei of 
Commeice, to the Secietaiy to the Government of India, Finance and 
Commeice Depaitment 

1 am dnected to acknowledge receipt of youi lettei No 2632a , dated 
29tli ultimo, inviting the views of this Chamber on a pioposal to augment 
the invested poition of the Papei Cnnency Reseive by a tiansfer of two 
croies of rupees fiom the metallic Reserve 

2 My Committee have carefully studied the conespondence dealing with 
the past history of the Cunency Reserve, w Inch seived as an accompaniment 
to your communication, and m then opinion the pi esent position fully justifies 
the pioposal now put foiw.nd, which is deserving of the undivided support 
of the commeicial community 

The question involved in paragiaph 7 of voui lettei is peihaps a difficult 
one to express an opinion on without a fullei knowledge of the pimciples 
which aie to legulate the Government of India’s policy with legaid to futuie 
boirowmgs, but looking to the fact that it would lesult in a leduction in the 
amount of interest payable m steilmg, my Committee are disposed to 
recommend that Indian steilmg loans should be selected foi investment of 
the Cunency Reserve, and the present latio of gold and silver composing the 
metallic Reseive would seem to indicate the expediency 7 of leleasmg tw r o cioies 
fiom the gold portion of the Reseive 


Enclosuie No 4 

Dated Bombay, the 26th May 7 1904 

From C H Aimstiong, Esq , Chan man, Bombay Chambei of Commeice, to 
the Secretaiy to the Government of India, Finance and Commeice 
Department 

Under the instructions of the Committee of the Bombay Chambei of 
Commerce, I have the honour to acknowledge the leceipt of your letter 
No 2632a, of the 29th April 1904 (with accompaniments), m which the 
opinion of the Chambei is invited relative to a proposal, winch is under the 
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consideiation of the Governor-General in Council, to take power by legislation 
to mciease the invested portion of the Paper Currency Reserve from ten to 
twelve croies of rupees 

2 The matter has leceived very careful consideiation, and I am now 
instructed to say — 

(1) The Committee are m favorn of the invested poition of the Paper 

Currency Reserve being laised from 10 to 12 cioies, as the position 
at present seems to wairant such an increase 

(2) With reference to the enquuy m paragiaph 7 of the Government of 

India’s lettei as to whether this Chamber has any observations to 
offer on the suggestion that the investment might be made m 
steilmg securities, my Committee desire to lemark that as a 
depletion of the moderate supply of coined lupees now held m 
the silvei Reseive seems to them undeniable, they favorn the 
pioposed investment being made m steilmg securities, the stock 
of gold w Inch at the present time is not much needed for the 
pui poses of cn dilation being sufficient for such a puipose 

Should the Government of India decide, kowevei, on investing m silvei 
securities, my Committee would suggest that consideration be shown to the 
holders of the 3 pei cent Loan and that the investment should be laigely 
made m this paper 


Enclosure No 5 

Dated Rangoon, the 20th Maj 1904' 

From The Honourable C H Wilson, C I E , Chairman, Rangoon Chambei of 
Commerce, to the Secretary to the Government of India, Finance and 
Commerce Depaitment 

1 have the honour to acknowledge the receipt of youi letter No 2632a , 
dated 29th Apul 1904, with enclosures, inviting the opinion of this Chambei 
on (1) a pioposal to increase the invested portion of the Papei Currency 
Reserve fiom 10 to 12 croies of rupees, and (2) on the suggestion that the 
additional investment should not be m rupee secunties but m steilmg 
secunties either of the British Government or of the Government of India 

2 In reply I have the honoui to say that, the proposed increase of the 
invested poition of the Cunency Reseive from ten to twelve ci ores appears to 
be in accordance with piecedent, and the conservative policy hitherto puisued 
by the Indian Government m this connection, and m the opinion of the Com- 
mittee, is amply justified by the facts and figuies laid before them 

3 With legard to the suggestion that the additional two croies should be 
invested in sterling securities either of the British Government or of the 
Government of India, the Committee ventuie to diaw attention to the 
dispanty still observable between the market values of these and the lupee 
securities of the Indian Government, a disparity which can only be due to 
the scepticism still prevalent m some quaiters as to the stabibty of Indian 
exchange 

4 The Committee believe that any investment of the nature suggested, 
would tend still fuithei to accentuate this dn ergence to the obvious detnment 
alike of the Indian Government and the Indian mvestoi, while a converse effect 
should be produced by an investment of the two ciores m rupee securities 
for which leason the Committee aie stiongly m favour of the latter course 
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Enclosure No 6 

Dated Calcutta, the 25th May 1904 

From W D CiuickshanL, Esq , Secretary and Treasuier, Bank of Bengal 
to the Secretary to the Government of India, Finance and Commerce 
Department 

1 have the honour to acknowledge receipt of yom letter No 2 63 ?a 
dated 29th ultimo, asking ior the opinion of the Directois of the Bank 
on a proposal, winch is under the consideiation of the Goveinor-Geneia! 
in Council, to take power Lq legislation to mciease the invested poitiou of 
the Papei Cunenoy Reseive from 10 to 12 eioies ol lupees lorn Icttei 
encloses foi leference copies of Mr Finlay’s letteis of 23ul Decembei 1889 
and 7th November 1895, giving the histoiy of the invested leserve and the 
consideiations which have from time to time moved the Government of India 
to increase it 

The Dnectors have considered these letters, with the statements that 
accompanied them, and also the reports and statistics published by the 
Head Commissioner of Papei Cuirency 

2 The Directois observe that soon aftei the mciease in the invested 
poitionof the Cuiieney Reserve m 1896 a considerable eontiaction of the 
gross note circulation took place, and that it continued for upwards of tv o 
yeais without showing any marked sign of recovery The figiues are as 
follows (In lakhs of Rupees ) — 


Years 

1 Gross Note 

1 Circulation 

Reserves 

Investments 

i Proportion of 

1 Uninvested 
Roservo to 
Circulation 

Silver i 

1 

Gold 

i 

Total 

1894-95 - 

81,11 

23,11 

! 

23,11 

8 00 

74 28 

1895-96 - 

29,28 

21,28 

— 

21,28 

8 00 

72 67 

1896-97 - 

25,98 

> 17,31 

— 

17,31 

10 00 

66 62 

1897-98 - 

24,24 

14,22 

— 

14,22 

10 00 

58 66 

1898-99 - 

25,63 

14,93 

70 

15,63 

10 00 

60 98 


In the years 1894r-95 to 1897-98 the whole of the uninvested poition of 
the Currency Reserve consisted of silver only and it is understood that 
throughout the whole period even when the gi oss note circulation was at 
its lowest point, the coined lupees m hand were amply sufficient to meet 
all demands The increase m the invested poition of the Cunency Reserve 
effected m 1896 was theiefore fully justified by lesults 

3 The expansion of the gross note circulation fiom the lowest point 
touched m 1897-98 has been continuous and nnpoitant, but the uninvested 
effective reserve m silver has not mci eased m propoition, as gold has taken 
the place of silver to a very laige extent The following figures, which are 
taken chiefly from the Head Commissioner’s Repoit, dated 31st July 1903, 
show the progress of the gioss note circulation and Reseives for the last 
four years (In lakhs of rupees ) — 


Years 

Gross 

Note 

Circu 

lation 

Reserves j 

Proportion of Uninvested Com 
to Note Circulation 

Silver | 

Gold 

Total 

Invest- 
ment 9 

Silver 

Gold 

Total 

1899-1900 - 

27,96 

11,42 

6,54 

17,96 

10,00 

40 84 

23 39 

64 23 

1900-01 

28,88 

6,68 

12,19 

18,87 

10,00 

23 13 

42 20 

65 33 

1901-02 

30,03 

12,42 

7,62 


10,00 

41 35 

25 37 

66 72 

1902-03 

33,74 

13,50 

10,24 

23,74 j 
1 

10,00 

40 01 

30 35 

70 35 


4 As already stated, the uninvested silver reserve from 1894-95 to 
1898-99 appears to have been ampl\ sufficient to meet all demands upon it, 
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but the same cannot be said of it thioughout theyeais 1800-1900 to 1002-03 
Fox the gteatei pait of the calendai year 1900 the uninvested silvei reseive 
in the Cunency Depaitment uas inadequate, and the scaicity of silvei com 
caused gxeat inconvenience to the public geneially, and to tiadeis some 
actual loss as well 

5 It v\as thought at the time that the Government of India delayed the 
coinage of silvei because of an undue appiehension of a ledundaucy in the 
cnculation, and a desne to mciease the gold reseive to a high figuie 

6 By means of coinage and laige additions to the sihei leseive the 
inconvenience was m time lemoied, and theie has been no lecunencc but 
the expenence is a lecent one, and the lecollection of it is apt to gne use to 
appiehension whenevei the silvei lesei \ e shous a tendency to mu down, or 
when laige demands foi sihei coin appeal to be piobable, as uas lecently 
the case 

7 The amount of the invested Cuiiency Reseive is fixed from time to 
time by legislation The Dnectois do not at piesont go so lar as to suggest 
that the amount of gold to be held in the nmm ested Resei \ c should be 
sunilaily fixed, but they think it is desnable that pioMSion be made 
depaitmentally foi the l eplemshment of the sihei icseive automatically 
uhenevei it maj' lall oi show signs of falling to a ceitain point, and that 
this point should be fixed well above the amount ulncli expenence slious to 
be a safe piovision foi all piobable demands 

8 Subject to the piopoition of gold m the uninvested poition oi the 
Cunency Reseive being limited and not allotted to use unduly to the 
piejudice of a safe silvei leseive, I am to liifonn you that the Dnectois aie 
of opinion that the pi oposal to mciease the investments fiom 10 cioies to 
12 croies is vvaiiantcd bj the position and piospects oi the note cnculation 
of the countiy 

9 With legaid to the suggestion that it would be desnable foi some 
reasons to make the investment not m nipee secunties but in sterling 
securities, eithei of the Bntish Government oi of the Government. of India, 
I am to lnfonn you that the Dn ectors think that theie is something to be 
said m favoiu oi such a step, although it is a depaitme fiom oidmary 
piactice In the lust place, the mi ested poition of a Cunency Reserve, to 
be leally effective in case of need, should be readily saleable, and there can 
be no doubt that steilmg secunties eithei of the British Government or of 
the Government of India would be moie leadilv saleable m London than 
mpee secunties eithei in this countiy oi m London Besides, as the steilmg 
secunties would doubtless be held m London, the pioceeds oi sales ttould 
be immediately available on the spot for the pui chase of silvei oi gold, as 
lpquued, at the chief souice of supply Again, the investment of the 
Cunency Resen es in steilmg securities would leave the issues of mpee papei 
free to investors in this countiy In this connection I am mstiucted to 
attach heieto an exti act fiom a letter addiessed bj the Bank to the Bengal 
Chambei of Commeice, on 15th Novembei 1902, relative to the laige mciease 
that lias taken place m pievious jeais m the amount of mpee papei held by 
Native mvestois, and to the desn ability of encouiagmg such investments 
The statements lefened to m that lettei have been made up to date, and 
show a fuithei marked mciease m the amount of Native holdings, while 
theie is coirespondmg deciease m the amount of mpee papei" held m 
London 
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Extract fiom a Letter from the Secretary and Tieasuier, Bank of Bengal to 
the Secretary, Bengal Chamber of Commerce, Calcutta, dated'"'] 5th 
November 1902 m 


I beg to enclose herewith statements showing the amounts of enfaced and 
unenfaced rnpee papex outstanding at the end of Maxell each year since 1893 
togethex with the amounts of all new issues and repayments, and, with 
refeience theieto, to state that the Bank ol Bengal attached great impoitance 
to the Government Rupee Loans being taken up and held in India, more 
especially b\ Native investors, and take eveiy opportunity Of encouiagnm 
this foim of investment You will obseive that India has not only taken up 
and letained all Rupee Loans issued in the couise of the last 10 years but 
has also absoibed m the same penod about 6] cioies woith of paper 
re-enfaced fiom London The Bank hope that futrue Rupee Loans mav 
issue on a scale and undei conditions likely to maintain in the Indian money 
maikets i supply of paper sufficient to meet investment demands, and that 
prices will be such as to induce Native mve-dois to increase then holdings 
lathei than tempt them to leduee them loi the sake of a casual protit 


Statement showing the pioportion of the Registeied Debt ot India as 
held by Emopeans and Natives i espectively 


! 

j 

♦Europeans j 

1 

Nati vos 

Total 




1 

Rs 

i Rs 

Rs 

Decembei 1893 - 

- 


7403,75,463 

24,62,55,993 

99,26 32,456 

Tune 1S94 


- 

70,86 48 389 

' 2S,17,22 896 

99,03,71 255 

December 1895 



7J 25,96 6 15 

! 23,31,37,053 

97 57,33 698 

1896 

- 

- 

79,90 04,884 

23,44 60 747 

1,03,34 65 631 

1897 


- 

53,63,44 086 

i 42 07, 7S 746 

1 05,71,22,831 

1S98 

- 

- 

64 89 7 1628 

41,87,99 343 

1,06 77,73,971 

1899 


- 

65,99,10,921 

10,69,65 605 

1,06 69 06,524 

1900 


- 

65 27,00,391 

41,46,08,330 

1 06, 7 3, 0b, 724 

190] 


- 

71,92,27 151 

39,72,13,096 

1 10,66,41,147 

1902 



69,15,44,758 

42,96,91,716 

1,12,12,36 474 

1903 


- 

OS, 77, 55, 951 

15,33,73,923 

1,14,11,29,871 


* ihis sum includes the Paper Curiency Restn o and amount of enfacod Notes hold in London 


Changes in the Loans 


1893 

1 Pci Cent 

( V 

I its 

- 3,50,00,000 

l 1893-9 1 issued 


' 4‘ 

’ 7,3t, 32 467 

Notified foi dischmge 
' Com ei ted into 3 l poi cent 

1S94 

1 

1 

1895 

3 

1,00,000 

1895-97 issned 

n 

3 

2,01,85,500 

Do is pei CG's No 428 d, 19th December 


3^ 

5,00,21,800 

1896 

! 1893-9] ind 1853-54 oomeitul into 3 pel cent 

1897 

3' 

3,00,00,000 

and notified foi discharge 

1854-55 issued 

1898 - 1 

3A 

1,20,00,000 

Ditto 

1899 

portion | 

2,23 000 i 

Notified foi ilischdigc 

1900 

2,00,00,000 

1900-01 issued 

1901 

34 

1,00,00,000 

Ditto 

1902 

3A 

1,50,00,000 

Ditto 

1903 

34 

2,00,00,000 

Loan mci eased 


A 19006 


z 
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31st March 1803 
„ 189) 

„ 189'. 

„ 1890 

, 1897 

189S 
„ 1S90 

„ 1900 

„ 1901 

, 1902 

, 1909 

1901 


Pai Radars oi Rupee Debt 


, 

| 



1 

•Sun 

r l Otfll IttllM ( 

I rmn*' 

11 per cent [ 

l pel . nut i 

Ij p. r < . nl 

J por t 

t nt | 

tint,** > 

n.i.i 

mifi tl } 
m 5 

i 

1 

: 

1 

i 

1 

i 

i 

__ l 



Crort m j 

i i 

IN 

IN 

IN 

IN 


i i. 1 


IN 


1,38,81,117 

2 .,28 03,250 

5,21,800 

— 


0 8 1,05 1 

00 

70,50 929 

T r > 

20,83 910 

15 21,12,022 

3,55,12,800 

— 


0,80 S80 

i 09 

in, 35, 559 

- 

8 92,150 

10,52,00 052 

87 20 13,200 

— 


9,1.1,186 

[ 07, 

,05,88 089 

— 

6 21,850 

58 60,829 

90,10 23 500 

— 


0 51, 180 

j 07 

51,10 101 

* 0 

5 1 1,950 

52,12,123 

01 92 12 600 

10 95 68 

200 

0,52 9811 

1,02 

05 00 101 

T 0 

1,27,150 

10 81,095 

21,1 170 100 

10,07,25 

500 

0 52 386 

105 

05 51 1 11 

1 2 

3,88 750 

35,78,923 

05 10 70 OOO 

1 1 07,05 

100 

7,75 700 

| 1 Of. 

71,15 151 

. — 

1 50 190 

31,99,110 

05 18,07,1.00 

11,07,05 

,700 

7 02 160 ! 

1 0(1 

OS 25,381, 

1 0 

1,10050 

31,91,210 

08 18 1 1700 

11,0707 

100 

7,02,106 

1 1 09 

6, 05,121 

1 0 

50 550 

31,01013 

99 17 It 100 

11 07 07 

200 

7,1.2 mo 

! 1 io 

63 27 1*19 j 

] r J 

t 77 850 

29 15 51/) 

1 1 00 G7 00 500 

11,07 08 

300 

7,91 000 

I 12 

12 22 270 

2 0 

70 950 

28 71000 

j 1 02 00 79 100 

11 07,10 

10(1 

7 91 OOO 

111 

11 21770 

1 


Omstnnilii.j. 
1. ilnnc. 
of t nfiin 0 
Kiijk .. 
l’np. r 


IN 

23,99 99619 
21,15 99 619 
29 62 01,907 
25,9507 627 
2109,66 627 
21,90 R7 927 
21, « 12,391 
20,81 88 231 
22 1812 131 
20 90 22 09 1 
186) 150)1 
17 I 1 f 82 2 1 1 


* Ir., min Note 

I rt i-ur\ Not.*. lNtj.oltial llnii.lt* nml l) 1) it. Mn.lm** 
Ditto 6 |n r . . (it 

Ditto 1! p. r u tit 

In tisui j Hi!!** 


Enclosme Xo 7 
Rated Madias, Oth June 1901 

Fiom the lion Sir G'eoige Aibuthnof, Chairman, Madias Clumber of 
Commeice, to the Secretaiv to tho Government of India, Finance 
and Commeice Depaitxnent 

1 have the honoiu to acknowledge leceipt of jour letter of the 2 f )th 
A pul, asking for an expiession of the news of (he Chambei with refetemo 
to a pioposal which is uudei the (onsideintion of the Got ei nor General in 
Council to take power b\ legislation to incieisc the invested poition of the 
Papei Cm rent j Rescue liom Rs 10 to Rs 12 troies 

1 have the lionom to slate that join lettei has leccived the taieful 
consideiation of the Chamber, winch is ol opinion (hat it would lie both sale 
aucl expedient m tho mtei ests of the tax-paveis generally to make the 
pioposed mciease m the invested portion of t lie Papei Ciurencv Rescnvo 
With legaid to the cpiestion as to vvhcthei the investment should he m 
rupee or steiling seeunties, this Chambei is decided]}’ of opinion that if 
should be in the mpee stcuiities of the Government of India To make the 
investment m the steiling seem ities of the Bntish Government would seem 
to linplj a doubt on the pait of the Government of Inch i of their own credit, 
and to make it m Indian Government sterling seeunties would be taken to 
imply an equally objectionable doubt of the pennanenev of then own 
exchange policj and thestabihtv of Indian exchange It will, (his Chamber 
is of opinion, be m the mteiests alike of thp Indian tax-pavei, the Indian 
mvestoi in mpee papei, and the Government that the investments should 
be made m the mpee seeunties ol the Government of India 


Enclosure Xo 8 

No 189, dated Karachi, the 8th June 1904 

From F S Couper, Esq , Secretary, Karachi Chambei of Commerce, to the 
Secretaiy to the Government of India, Finance and Commeice Department 

I have tho honoiu to acknowledge leceipt of your letter Xo 2632a , 
dated the 29th April last, lequestmg an expression of opinion on a proposal 
under consideration of the Govemoi -General m Council, to increase the 
invested poi lion of the Papei Cunency Reseive from 10 to 12 ciores of 
rupees 
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1 am directed by my Committee to express their approval, of the pioposed 
legislation by Government, as, m their opinion, the position as set fortli m 
the Tables you attach, fully pi stifles such action 

My Committee aie also completely m accoid with the suggestions (a) tha* 
the investment should be made from the Gold m the Reserve , and (6) in 
steilmg secunties lathei than m lupee secuiities 


Enclosure No 9 

No 931, dated Calcutta, the 9th June 190-J 

Fiom M Pai sons, Esq , Secietaij, Bengal Chambei of Commerce, to the 
Seoietan to the Govexnment of India, Iinanee and Commerce Department 

1 am directed by the Committee of the Bengal Chamber of Commerce to 
acknowledge receipt of your letter No 2632a , dated Simla, 29th April 
1904, asking foi an expiession of opinion on the proposal now undei the 
consideration of the Goveinoi-Geneial m Council to take powei by legislation 
to mciease the invested poition of the Paper Currency Reseive from ]0 to 
12 croies of rupees 

2 In paragraph 7 of join lettei you ask foi a fnrthei opinion on a 
proposal, also befoie the Government ol India, to make the investment not 
m rupee securities but in steilmg secunties eithei of the Bntish Government 
or of the Government of India 

3 The Committee have given then veiy close and caieful attention to 
both the points laised in vom lettei, and I am instiucted to say with 
reference to the fust that they are unanimously of opinion that the invested 
poition of the Papei Currency Reserve can be safely mci eased from ten to 
twelve cioies of mpees 

4 As to the second point on which an opinion is asked, viv , the advis- 
abihty of making the new investment in steilmg secunties, the Committee 
are m favoui of this proposal, notwithstanding that it involves a departure 
fiom long established piecedent Although the Committee would not 
suggest any alteialion oi this kind being made m connection wuth the ten 
crores alieady invested, they consider it would be advisable to invest the 
additional two cioies now undei consideiation, m sterling securities eithei of 
the British Government oi the Government of India It appears to them that 
m case of need such secunties would be moie readily and quickly lealised in 
London, vvheie they would no doubt be held, than would be possible with 
rupee securities eithei m India or m England, and occasions might anse foi 
the speedy pui chase of silvei, foi which this investment would be available 
on the spot, and the time lequired foi the transmission of gold from India 
would be saved 


Enclosuie No 10 

No 192, dated Bombay, 9th June 1904 

From J Begbie, Esq, Secretary and Treasurer, Bank of Bombay, to the 
Secietaiy to the Government ol India, Finance and Commerce 
Department 

I have the honour to acknowledge receipt of your lettei No 2632a, 
dated 29th Apnl last, in which you request that the Du ectors of this Bank 
will favour the Goveiument of India with an expression of then opinion on a 
proposal which is under the consideiation of the Governor-General m Council 
to take pow ci by legislation to mciease the invested portion of the Papei 
Cuirencj Reseive fiom ten to twelve cioies oi mpees 
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Iu leply I am mstiucted to adchess you as follows — 

2 You append to yom letter statements foi tlio pmpose of showing that 
an mciease would be justified nnicn of the enlaiged net cn dilation of notes 
m the hands of the public, mid ilso ol t lie fat t that the invested poition 
of die Ueseive would (hen beu neaily the same peicent tges to tin* avciage 
minimum and net circulation as it did when the last investment was math 
The statements include the ligme-- ior the venis J‘)02-0 5 ind J'lUMJJ, 
which show a vciy exceptional inflation, and my Dim loi-. aic not disposed 
1o agiee with the opinion expiesml m you) lettei that this lecent and \eii 
lapid mciease mav be tiken as an index of 1 gtowtli ol the lnonctniy 
lians.ictions ol the couiitiy and consequentlv ol the minimimi amount ol 
notes which will be necessan foi sm.li tiansu tions So f.n as the figuti s 
loi tlie past two \cus aio concerned, mv Dncctois think it is uiwale to place 
much i chance on them as indicating a pemianent lnigei use of noles as 
cnncncy They considei that a huge poition ol the mull mci cased 
holding of botli notes and mpecs by the public is lihch to be onlj 
tempoiaiy The me leased holding piobabh iepic«enls to a huge extent 
mmsual piotifs on agiuiiltm.il opeiations and tiading, mone\, in fut, 
leceivcd m exchange Joi piodnce Ac , -old, and im Dncctois think if i- 
veiy desiiable to wait and -< e whethei it will ntntm m circulation as 
cunency in the hands ol t ho public, beloie net mg on the conclusion that 
tin minimum note cue illation bis been pci iinnenth laiscd Did although, 
apait liom the statistics loi those two \eai«, the mu eased minimum net 
cn cnialion would appeu to justih the pioposecl imestment, im Dncctois 
aie of opinion that the question imdei cousiderat ion should not he decided 
on the statistical post lion alone 

3 In paingiaphb of voui lettei von state that m 1S% some doubts wcie 
expiessed as to the elleot outlie stability ol exchange ol a mcn^im which 
would lesult in i mi eising the mpeo cnculation In two ci cues, aud you add 
tint at the piesent time the -lock of gcilc 1 m the cuiiency leseivt is so high 
that the Got eminent ol India could tiew with equanimity such an addition 10 
the silt pi ciuic net My Dnectoi- legret Ihev ueiinahle tosliaietheconlidcnce 
thus expiessed by Govt i mm lit In then opinion an addition. In itself, ol two 
cioies to the silvei cunenct would piobabh line no ill ellcct on the stahihtt 
of exchange, but then e is considei able i isk to that stability in huge frequent 
additions to the token cnculation, md mv Dnectoi- think lint the piesent 
piopostl should be eonsideied in the light of the policv pm sued by Govern- 
ment in connection with all extensions of the cunenct That police has led 
during lecent yeais to a \er\ huge mciease of the token coinage, aud to the 
adoption of pemianent measures to enable a lapul addition to lx* made to the 
stock oi sihei com without the l isk of dclaj m impoiting sihei bullion foi 
coinage (as announced m the last budget Statement), and the leading feat me 
of the polity seems to be that all mci eases ol t ho uiiiencv must he m the 
loi m ol token coins This system dilleis fiom that lollowod in the moie 
nnpoitant gold standaid countnes, t be* genei il pi ictice being to -tiictlv 
limit the quantitv oL subsidi.uy oi token coins The icsiilt has been tint f.u 
moie mpees hate heeu issued than aie leallv wanted foi ictual cnculation 
Supplies of money have ioi a considei able time past been in laigc excess ol 
need*- This fact was cleaily displayed dmmg the past six months In the 
compaiatively low idtes ol mteiest and the difficulty expenenced m 
obtaining full employment foi money, while, at the same time, the tiade 
of the country was \en laigc and of high value This seems to sliow 
that mpees have been ovei abundant, seeing that the gieat bulk of 
money m use in India consists of mpees, and that it cannot be ically 
necessaiy that most of the money m use *»honld be m the ioim of 
snbsichaiy coins With the gold stuidaid the aim should he to lesfnct 
the quantity of such coins to as low a minimum as possible My Dncctois 
legiet they cannot tegaid this lesult of the policy ol Got eminent with 
appioval It seems to them to be conti ai y to sound cuucney pnnciples to 
continue to expand the cnculation, piactically without limit, only m the foim 
ot token coins Government no doubt, have endeavomed to meet tins 
objection, and at the same time to piotect themselves, by the establishment 
of a Gold Reserve Fund into which the piohts of coming new rupees aie 
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paid, and the amount accumulated has been invested in steiling securities 
The Fund is intended as a guarantee for the conveision mto <mld if 
requued, of the rupee token coinage This expedient is an unusual one 
and my Dnectois aie unable to legal d it with iavoui, especially m view of 
the i ei v laige quantities of rupees that have been issued and of the appaient 
readiness of Government to continue imfhei coinage notwithstanding that 
the mpee cunencv is aheady supei abundant It seems to my Directois that 
the system must lead to excessive issues of mpees, and that mpees m excess 
ol lequiiements will have to be vuthdiawn from cncnlation sooner 01 latei 
Such an operation as the leconveision ol mpees into gold as contemplated 
would almost ceitainly be earned out undei disad\antageous cncnmstances 
and a consideiable loss, and the ciedit of the Government gold t m renev 
policy might also be eudangeied The contingency of having to leconvert 
mpees into gold is one which should be avoided as far as possible, and, m 
the opinion ol my Dnectois, it would be Jai bettei to maugmate at once 
a gold cunencv and s 0 limit the coinage oi mpees, nathei than take the 
liskol having to melt mpees into bullion ioi sale at almost cei tain, and 
piobablj heavy Joss, and the huthei lisk of the Indian cuuencj being 
impaired A gold emrenev is the natuial and usual concomitant of a gold 
standaid, and tlieie appeals to be no good leason win the Indian gold 
standaid should not be associated w ith a gold cunencv , which as m otliei 
countiies might be extended without limitation and without risk, and which 
would be automatic and self-iegulatmg Soveieigns no doubt are legal 
tendei and ha\e come into the countiv m laige quantities, but they do 
not cnculate to any laige extent as cunency M} Dnectors believe 
soveieigns aie oi unsuitable \ nine foi the wants of the public, but they aie 
cominced that gold coins ol smallei value issued by the Indian Mints would 
be ex'tensn ely welcome Recent imports of sovereigns have come m in 
exchange foi Indian ptoduce, and my Dnectois are unable to appiove of the 
sj stem which com cits such impoits into mpees whetbei money in that 
medium is inquired 01 not, and piactacally compels the countiy to be 
content with a non-automatic cunency consisting laige]} of oveivalmd silvei 
coins 

1 In the case under refeience Government could view with equammit} 
an addition of twocioies to the silvei cunency because oi the stock oi gold 
held in the Cunency Reseive That stock ol gold is no doubt a most 
important factor in the situation But it has to be remembered that that 
gold is lequued as a guaiantee for the maintenance of the gold standaid, and 
that in other large gold standaid countiies wlieie token coins m cn dilation 
aie in large quantity much laiger stocks of gold aie held (in addition to gold 
coins m the cuculation), than the amount now held in India, and those 
countiies also lefiain fiom adding to the stiain on the standard b\ inci easing 
the quantit} of token coins m use In India the additions to the cn dilation 
have inci eased the buiden thiown on the stock of gold of maintaining the 
standaid, and, although no adveise effect on the stability of exchange has 
so iai manifested itself fiom the late additions, my Dnectois aie of opinion 
that this result has ansen not so much fiom the possession of the gold, on 
wdnch Government place so much leliance, as fiom the favouiable tiade 
balances With a continuance of favouiable balances it is piobable no bad 
effect will appear because of the swollen state of the mpee cunenc} But 
there can be no ceitamty that those balances will always be favouiable, and 
my Dnectois considei it would be wise to await developments befoie acting 
on the conclusion that the gold held is stiong enough to maintain stability of 
exchange, especial !} 7 as the nidation of the cncnlation is an event of compaia- 
tively lecent occuirence The adveise action ol an inflated token cunenc} 
need not be immediate It may exert its foice at any time Besides main- 
taining the standaid, the stock of gold in the Cunency Depaitinent is 
practically the only stole available m the event of gold being wanted to 
adiust the balance of tiade should it unfoitunately turn against India, and 
calls on it foi that puipose should be kept in view however 1 emote they may 
appeal at the piesent time 

5 My Directors’ view of the piesent state of the lupee cuculation being 
as above indicated, they regiet they aie unable to appiove of the lelease of 
j, 19068 Z 3 
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Iwo cioies of lupees horn the Cunenc} Reserve which would he the lcsull 
of the proposed investment if made hom the silvei lescne 

G With respect to the alternative of investing from the gold icseive, 
I have to saj that, while mv Directois would, undei existing circumstances, 
piefoi a gold mvestment lathoi than one iiom the inpee ic^eive, tliev aie of 
opinion that m this case also no action should be taken Coi the piesent 
The} consider that this is not the time to invest eitliei fioin the silvei 01 the 
gold lcseive, and that it would lie beftei to wait and watch the ic-mlts which 
may ensue iiom the laigc additions to the inpee cuculation \ leductum m 
the gold metal leseivclp two cioies might pc lliajis be ic gaulc d without much 
toncein, seeing tint the balance of ti ide is von favourable and that gold is 
still being impelled Mv Jtiuetors think, how cve 1 , th.it the 1 position would 
be fai stiongoi by possession ol the metal itself lathei than of gold sec untie" 
The metal is the best and most silislactoij basis foi (lie cm renev The 
(fold Reseive Fund lias, unfoitmntolv, m the opinion of m\ Directors, been 
abeadj invested Tliej would much piefer to see the gold itself retained m 
the coimtiy And, m any case, the money can he invested at an} time if 
fuithei evpenence shows that it cm he spaied A comparative!} small loss 
in the vu} of interest is the oulv disadvantage 


Despatch Iiom the beciotai} of State to Government of India, No 1 11 
(Financial), dated lltlr October 1901 

M} Loid, 

1 have considered in Council Tom Excellenc} ’s lettei in the Finance 
and Conuuoice Department, No 295, dated 1 Sth August 1901, submitting 
foi in} appioval pioposals that (1) the invested portion of the Paper Cmienc} 
Reseive maybe increased fiom 10 to 12 cioies ol rupees, and (2) that the 
additional amount thus to he invested mav be held m Ijondon nr gold 
sccunties ol the Government of India oi of the Dinted Kingdom 


2 1 agiee with your Government that the c vpansion of the note circulation 
winch has taken place since 1S9G, when the piesent limit was lived to the 
invested poitionoi thePipei Cuucnc} Reseive*, has been siillicient to win ant 
the laismg of that limit Iiom 10 to 12 cioies , and it also appeals to me that 
the policv of investing m gold sec unties the sum which }ou propose to add 
to the invested poition of the Reseive is a sound one 


d I therefoie authonse you to undei lake the legislation necessai} to give 
effect to vour pioposals 


1 have, eke 

(Signed) Sr John Bhodrigk 


Lettei hom Government of India No G, dated 12th Januai} 1911, to the 

Secietaiy of State foi India 

My Loid, 

We have the honoui to submit, foi } oui favourable consideration, a 
pioposal to amend Section 22 of the Indian Papei Ciuiencv Act, 1910 (II 
of 1910), so as to laise hom one hunched and tvvent} to one hundred and 
ioity millions of lupeps, the amount of the Papei Cun oncy Resei v e vv Inch 
may be invested m securities and to raise hom tvvent} to foit} millions of 
rupees, the maximum which can be invested otherwise than m securities of 
the Government of India 
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2 The maximum limit of the invested resene was raised m 1905 fiom 
10 to 12 crores Since that time the net circulation of cuirenoy notes m 
India (excluding- the amounts held m the Reserve Treasuries of Government 
and at the head offices of Riesidency Banks), which is taken as an index to 
the permanent circulation among the public, has laigely increased The 
statements appended to this despatch give the statistics of gross and net 
circulation for the six yeais ending 1909-10 The aveiage and minimum 
net circulation m the past thiee yeais compaie as follows with the cone- 
spondmg figui es m the tlnee v ears preceding the last lneieasoof tlie invested 
leserve m 1905 (lakhs of Rupees ) — 


Tkiet jeua ending 1904—05 


Average Minimum 

1902- 03 25,74 23,93 

1903- 04 - 28,70 27,44 

1904- 05 30,69 29,63 

Average - 28 38 27,00 


i’lu ee ve irs endunr 1909 10 


Avcmgi Minimum 

1907- 08 36,47 34,91 

1908- 09 34,84 32, bS 

1909 - 10 - 3S.88 36,07 

Aveiage 36,73 3t,62 


3 It will be seen that, while the sum of 12 croies to which the invest- 
ment was raised m 1905 amounted to 42 28 pei cent of ihe pievious thiee 
yeais’ aveiage circulation and to 44 44 pei cent of the aveiage minimum 
circulation, a fuither mcieaso to 14 ciores now would put the investment at 
3S 11 pei cent of the average cnculation of 1907-10 and at 40 14 per cent 
of the average minimum circulation The lattei tnenmum, as youi 1 oidslnp 
is awaie, included one year (1908-09) which was maiked by senous trade 
depression We legaid it asextiemely unlikely that the minimum cnculation 
will ever fall, at least foi any prolonged penod, below 30 cioies and il 
against tins we bold 10 ci oies in actual com, the danger of mconveitibilitv 
will be ■very small We are confident theieioie that the pioposecl increase' 
to the investment is within the maigm oi safety 


4 The pioposal winch we now submit hist came nuclei consideration m 
1908, when vvg consulted the Presidency Banks and the Chambeis of Com- 
meice on the subject We enclose a copy ol their replies It wall be seen 
that, whrle they were unanimously of opinion that the investment could 
safely be mcieased to the extent proposed, tlieie was a considerable feeling 
that it would be pi eferable to postpone the investment m favoui oi taking 
steps to piomote the circulation of small value notes We weie then on the 
point of lecommendmg ,an extension of the system of universal currency 5 * 7 
notes, and it was apprehended that the experiment would lequne the 
jetention oi a somewhat largei com leseive than might otherwise be 
necessary Another consideration which affected the pioposal m 1908 was 
the weakness of exchange, which would have lendeied inopportune am 
action tending towards furthei ease in the money maiket by the lelease of a 
laige quantity of rupees from the Cruiency Reseive We, therefore, came to 
the conclusion that it was inadvisable to proceed with the pioposal at die 
time 


5 Since then the position has altered The w eakness of exchange has 

passed, while the cnculation of cruiency notes during 1909-J0 was the 
highest on lecoid Our currency 7 notes up to Rs 50 have been “univer- 
salized,” and we have had no experience of the inconveniences which it was 

feared might result It is true that piudence may lequne us to hold a 
stronger com reseive at anmnbei ol distant points than was necessaiy under 
the old rigid “ encle ” system But, on the othei hand the gieatei com ei la- 
bility tends to laise the aggregate cnculation and to reduce the violent 
fluctuations at different times of the yeai In oui opinion the extension of 
the umveisal note system need no longer be considered a leason foi defeirmg 
the increase m our investment if such a measiue is otherwise desuable An 
objection sometimes urged against mci easing the investment is that in 
order to supplement the Gold Standaid Reseive, it is desirable to keep as 
large a quantity of gold m the Papei Cunency Reseive as possible, and that 
eveiy investment, by reducing the capacity' of the Reserve for holding gold, 
reduces at the same time our resources foi the maintenance of exchange in 
rmfavomahle seasons Tins argument might be pushed so fai as to preclude 
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the possibility of ati^ investment at ill, and it is depnved of much of its 
force if the investment is made m securities which aie icadily convoitible 
into gold 

b Thib leads us to considei the loim which the investment should take 
When the invested leseive was last inci eased bj twoiroresin 1903, the 
additional imestinent was made in steilmg secunties in England The 
tlnee Piesidency flanks and the Ch.imbeis of Conimeice, Bombaj, Madras 
and Katathi, now adv iso investment m lupee papei , wdnlc the Rangoon, 
Bengal, and Uppei India Chambeis of Commerce aie in favour of sterling 
secunties In om opinion the arguments in f.ivoui of the imestinent in 
steilmg secunties set foitli in paiagiaphs 7, S and 9 of Ixnd \mpthill s 
despatch No 295, dated the 1 St h August 1901, -till hold good We alreadv 
have a suilic lentlv laige holding m mpet papti, and theie is an advantage 
m keeping a substantial put of tin* Restive in a hum ol -count v which 
will not necessanlv be influenced hi the causes which might shake public 
confidence in oui eunenev notes 

7 We theiefoie solicit join Loidslnp's pennission (by telegiam, if 
possible) to liitioduco a Bill duimg the present Calcutta session to give 
effect to the pi oposals stated m the fust paiagiaph of this despatch, on the 
undeisfauding that, if the Bill becomes law, the additional imestinent will 
be made, under \oui oideis, m gold secunties 

We have the hononi to be, 

Mv Loid, 

)oui roidslup’s most obedient, humble Servants, 
(Signed) IIaiuungj or PrssiiMi-i 
O’M Cu vgh 
C Finn wood Wjison 

T L Jl\M\S 

R W Caiuvi c 
S If Bun tit 
S A Imyw it 


Government of India (Finance Department) 

Enclosures of Despatch No 6 of 1911 
Enclosure No 1 

Fo I — Statement showing the cuculatiou of Papei Currency foi all India 

(Iv lakhs oi Rupees) 
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Month I IWH-O'i 1103-00 t 1100 07 , 1107-08 ]10S 01 1001-10 

'll 1 








* - 

— 

— 

Apnl 

it), 11 

50 70 

1 5,70 

10,22 

40 20 

43 05 

At it 

-57,20 

10 1 o 

12,80 

16 07 

4-4 81 

10,77 

Turn 

40,05 

11,30 

45,50 

48,05 

15,15 

40 20 

Tul\ 

1 2 52 

ll,5S 

17,30 

50, 52 

IS, 10 

51 5 1 

August 

ti r> 

15,70 

15,70 

>1,77 

44,01 

51,7 1 

Sc ptemlxn 

H, % 

52 75 

14,40 

52,7 4 

15,84 

50 82 

Octobei 

it 45 

11 58 

15 22 

50,6 > 

14 25 

50,50 

Xoumbu 

10,80 

50,0 1 

11,15 

47,45 

43,55 

10 5 1 

iJtceinbei 

18,70 

50 77 

15,01 

45,27 

42 07 

18,25 

lanuat \ 

17 02 

10 10 

41,05 

41,82 

42,21 

51,8) 

Pebn 'u \ 

07,75 

12 65 

45,10 

42,60 

45 80 

50,57 

March 

59,17 

44 GO 

40,95 

10, ss 

15,49 

54,41 

An engo 

30,20 

11,52 

45,14 

47,32 

1 4,52 

11,06 

Manmnni 

42 ,52 

44, GG 

47,30 

52,74 

4S,10 

54,41 

Minimnm 

36,11 

39,03 

42,80 

41,82 

42,07 

43,05 
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Enclosuie No 2 


No II - Statement showing the calculation of Papei Cmiency, excluding 
amounts held by the Government Reseive Tieasunes and by the 
Piesidency Banks at then Head Offices (In lakhs of Rupees ) 


Month 

1901-05 

1905-01) 

190G-07 

1907-0S 

1908-09 

1909-10 

April 

21,64 

31,06 

14,74 

38,14 

34,58 

37,30 

Mai 

29,61 

31,92 

11,08 

37,44 

1110 

16,09 

Tune 

10,61 

31,96 

11,12 

37,15 

32,88 

36,07 

Tub 

11 21 

12,70 

14,19 

16,64 

11,46 

16,10 

August 

10,84 

11,09 

14,11 

16,14 

1140 

17,06 

Septcmbu 

10 17 

12 , 1 ! 

35 21 

17,28 

14,62 

18,69 


Octobu 

10,09 

5124 

16 , >0 

lf>, 94 

15,77 

38,80 

Nov enibei 

10,13 

12 , 6 S 

17,12 

16,49 

35,96 | 

38 47 

Decern bei 

31,82 

31,36 

38,12 

35,69 

35 79 ! 

40,05 

Tnmnn 

31, 3S 

33 SI 

37,91 

35,17 1 

15,44 1 

42 50 

Febiuaty 

3139 

34 63 

3S 28 

35,69 I 

36,24 

42,66 

March 

31,03 

3 1,35 

3S,89 

34,91 | 

36,85 | 

42,57 

Average - - 1 

10,69 1 

32,83 

35 92 

36,47 

1 34,84 

38,88 

Maximum 

| 11,82 

15 15 

38,89 

38,14 

16,85 

42,66 

Minimum - 

' 29 61 

■ 11,06 

! 31,08 

34,91 

| 32,88 

36 07 
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Enclosuie No 3 
Hated 2Gtli November 190S 

From Mr L G Dunbai, Ofkeiatmg Seoietaiv and Treasurer, Bank of 
Bengal, to the Seeietaiv to the Gov eminent of India, Finance Depaitment 

1 have the honoui to acknowledge leceipt ol voui lettei, No 6104a, 
dated the lltli instant, asking ioi an expiession of the opinion ol the 
Bnectois of the Bank ol Bengal whether it is expedient that the Government 
of India should take power to mciease the invested poition of the Papei 
Cunencv Reseive fiom twelve cioies to fouiteen cioies of rnpees 

2 In leplv, I am mstincted to say that, as the stock of coined lupees 
appeals to be ample to meet all piobable lequneirents, my Bnectois aie of 
opinion that the proposed mciease m the Cuncncy investment maj be 
undeitaken with saletv and to the advantage of the State 

3 As legal ds the foim of the new investment, my Directois consider 
the sum of Rs 2 ciores, at piesent invested in sterling sucunties, sufficient 
for the puipose for which it is intended, and that the fuithei investment, 
now undei consideiation, should be mtheiupee paper of the Government 
of India 


Enclosuie No 4 

No 33b, dated 4th December 190S 

Fiom Mi .T Beglne, Secietaiy and Treasurer, Bank ol Bombay, to the 
Secietary to the Government of India, Finance Department 

I have the honoui to acknowledge receipt of your letter No 6404a, 
dated lltli ultimo, m which you leqnest that the Directors of the Bank will 
favoui the Government of India with an expression of then opinion whether 
it is expedient that the Government of India should take powrnr by legislation 
to mciease the invested portion of the Papei Currency Reseive from twelve 
to fourteen crores 
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2 In reply the Dnectois mstiuct me to say that, the statistics of the 
net cn dilation of notes which accompanied com letter shoyy a laige and 
rapid decline during the twelve months ending 31st, March last, and that if 
would appeal to be adusable to see whethoi this decline continued during 
subsequent months, and if so, how iir the decline was earned, before 
concluding that the a\ei age' minimum eiicnlation had permanent lj reached 
the level shown as the a\ei ago foi the thiec yeais ending March lust 
Subject to this note of caution the Dnectois eonsidei tlut the statistics 
waiiant the addition to the imested poifion of the leseive now suggested 

3 With lcgaicl to the question whetlici the imestment should be made 
in liqiee oi steiling secimties, f he Directois aie of opinion that in the 
ewsting position of steiling exchange the imestment should be made in 
secuuties of the Government of India 

4 While agieemg that the statistical position shown m \om letter would 
justify the fui tliei imestment ol the Rescne now pioposed, the Dimeters 
lent me to suggest ioi the consideintion of the Go\ ei liinent of India the 
desnability oi postponing the imestment md taking instead fuitliei steps 
m tlie duection ol pioinoting an extended use of notes of small xalue as 
cimency 

5 They have sjieeialh in \ jew at piesent the clesu ability of encomaging 
the extended use ol Rs 10 notes It is tin ough notes of low \alue tint the 
gieatest employment Jm notes as cuuency tin be found among&t the 
population, and it is also tlnough such notes that the gieatest ‘.{ability to 
the peimanent eueiilation can be obtained It appeals to the Dnectors 
that Goy eminent should endc.noui to piomoto then emulation by 
lelaxing as many of the lcstnitions now placed upon them as m.n lie found 
possible 

6 In e\ ei i Cmienci Cncle Rs 10 notes h.no pioved to bo the most 
populai of all the denominations issued, showing that the y nine of Rs 10 
is most suitable ior the lequiiements of the population, md this popul.mtv 
has been attained without any special inducement being holdout to encourage 
then employment But while the notes .lie in gieatei f.notu thioughout 
India than any othei note, it can lie said only of the notes of tlie Calcutta 
and Bombay Circles that they luuo thoiouglily established themsehes as 
cmiency r , lieiausc it is only in these two centiis that then perm ment 
cn culation is oi huge dimensions 

7 Ityyould not be feasible to make all Rs 10 notes legal teudei and 
encashable thioughout India, but wlieie they liaye come into continuous use 
m laige quantities as m Calcutta and Bombay, it should bo possible to 
encouiage still fuithci development 

8 The suggestion the Dnectois desne to make is that Rs 10 notes of the 
Calcutta and Bombay Glides should be made legal tendei and encashable at 
the pleasme ol lioldeis in either city Weie this done the gieatei usefulness 
of the notes as a uiculating medium yyould natiually r lead to a peimanent 
inciea&e in then cn culation 

9 But il the notes aie made legal tendei they should also hi encashable 
at yvill Witliiegaul to this point I have to say that the Dnectois beJioyc 
the vanation in the total cn culation ot Rs 10 notes in Calcutta and Bombay 
tluoughout the yeai is veiy small and that a eompaiatn ely minute cash 
lesene is sufficient to meet all demands for payment in com Also, it, may 
safely be assumed that y eiv feyv of the existing Rs 10 notes outstanding at 
Calcutta yyould be pieseuted foi encashment m Bombay' and vice teisd, 
because they are in use in the locality of the cncle of issue For all practical 
puiposes it yvould only be from any additional notes issued, that a new 
liability'- yvould be cieated on the cash icseives m each city, against yylnch it 
would be advisable, to begin with, foi the Cunency Ofhcc at each place to be 
piepaied ioi demands loi encashment of notes of the othei cncle The 
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Dnectois understand howevei that the duel flow of nioufej from Bomha\ to 
Calcutta takes place fiom about August until Tanuan and that the cm rent s 
revei sed aftei fanuai y The additional liability that w ould be thrown on each 
Cuuency Office would theiefoie be confined to well defined seasons of the 
} eai The Dnectois fuithei understand that Government alieady provide 
foi the cash 1 equipments of Calcutta by remittance of corn m anticipation 
of the autumn demands and similarly provide for Bombay’s corn requirements 
when the demand anses here But the total of such corn requrrements at 
each place would not he rncr eased by reason of Rs 10 notes being made 
encashable in eitliei citv The total amount ol remittances from Bombay to 
Calcutta and vice vci^a would not theieby be enhanced A laigei part oi 
the mono v tr ansi pi led might peihaps be made nr the ioi m of Rs 10 notes 
than rs now the ca^e, but the total demands ioi coin ansing out ol tiansleis 
of monev fiom one citv to the otliei would leniam unaftectod It would 
liouevei be salei, to stait with, to hold i.itliei laigei cash balances until 
experience was acquired ol the woikmg of the scheme On the othei hand, 
in view of the populanty of the notes at each centie the probability is that 
they would gradually cease to be presented for cash and be increasingly 
absoibed as cm rency in circulation The knowledge that they wei e legal 
tendei and also exchangeable for coin at the pleasuie of the boldei m eitbei 
city would bling about the usual result oi making the notes still moie 
popular and making them do dutv wheie coin is now required 

10 The Dnectois considei it would be sound policy to sacrihce the 
income from an immediate investment to secuie the use of notes of small 
value as cuuency to a gieatei extent than is now the case When that is 
seemed the amount of the Reseive that can safely be invested will be so 
much the greater 


Enclosure No 5 

No 1306, dated 9th Deeembei 1908 

Fiom the Chau man, Chambei of Commerce, Bombay, to the Secietaij to 
the Government ol India, Finance Department 

1 am directed to acknowledge leceipt of join C'nculai lettei, No 6404 a, 
dated Simla, 11th Novembei 1908, requesting the Chambei to favoui the 
Government of India with an expression of its opinion as to whether the 
Supieme Government should take powei by legislation to increase the 
invested poition of the Papei Cunency Reseive fiom twelve to fomteen 
crores 

2 In leply I am to state that in the opinion of the Committee this formo 
part of a far largei question and my Committee beg to lay the following 
remarks before you for the consideration of the Government of India 

3 As fai back as 1868 the question of making notes of all Circles legal 
tendei throughout India was hi ought foiwaid, but at that time this Chambei, 
when asked its opinion bv Bombay Government, advocated a Piesidenrv Note 
m lieu of a umveisal note foi all India, its leasons being that while the latter 
would be most acceptable, the time had not then come loi adopting it 

4 In 1900 this Chambei, m response to questions asked by the Govern- 
ment of India, stated rutei aha that i£ Government could undertake to cash 
the notes of any Circle at Calcutta, Madias, or Bombay, it would afford 
considerable facility to trade and would tend to popularise the use of notes 

O This mattei has now again been brought to the notice of my Committee 
and it has been pointed out that the fact of one Circle’s notes not being legal 
tender m anothei Cncle constitutes considerable hardship to trade In 
Bombay, foi instance, mam tracteis come down to make purchases and bring 
foi that pm pose notes of another Cncle The result of this is that native 
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dealers piesent, these notes to Euiopean films, but, as they cannot be cashed 
m Bombay except at a discount, the turns aie unable to accept lliem, and this 
constitutes constant faction between themselves and their dealers My 
Committee aie tbeieloie of opinion lh.it li notes of all Glides could be made 
legal tendei at tire tlnee Piesidenc} towns, Calcutta, Madias, and Bomba}', it 
would consideiabh facilitate tiade between the 1 Residencies, and take nwaj 
the dillicultv lelenetl to above Tlicv quite leabsc that bv so doing Govern- 
metii vould piobalih lose t ceitani piolil winch tlicv now mik< b\ timidem 
Jiom one Gentle to anothei, as, piov ided the notrs weie made b gal tendei foi 
the tlnee Piesideiu} towns, the actual ti uislei of bullion which might be 
inquired to meet tiade lequuements would be made at the expense of 
Goa eminent md not at tint ol the meieliaiits But t hex considei that 
Goa eminent would bo full} lepaid jndiierll} In the inciease in tiade con- 
sequent on such facilities being gi anted and the inci eased confidence in and 
consequent use ol (lmenov notes instead of bullion 

0 Ma Gomnuttee limlei stand t fiat at pioaent eonsuleinble balancesaie 
letaincd in up-eountiA tioasuiics, \\ Inch balam es might saloh be i educed 
and inci eased amounts ictanud m the tlnee Piesideiu a Towns, which would 
piobahl} lie sufficient to meet the nu leased dc mauds w Inch might be made 
upon them il nn Committees pioposal legaiding all notes being made legal 
tendei m the said chief towns should he (.lined into tlletf 

7 It will he undej stood thoreloie tint, holding these views, hia 
Committee aie not in htAoui of an imieasc in the invested poll ion of the 
Papei CuiiencA Besoivc, but would piefei to sec lmiensed facilities gnen 
to the public In m, iking all notes leg il tendei m the tlnee Pusnlcncv 
Towns If this is done tlun considei it xa ill ho inadAisahle to l educe the 
aAailahle balanus 1>\ mcieasing the nnestmeut as suggested Should, 
liowe\ei, GoAemment hi imahle to see then wav to adojit the above 
suggestion, I am dnocled to state that im Committee igiec that the 
imested poition ol the Papei Cunency Besene might safe)} lie incieased as 
suggested, and as legaids the natme of the investment to be selected the} 
aie of opinion that it is not desjinblc to make liulher unestments in steilmg 
secuiities hut to invest the same m Rupee P pei cent Papei 


Enclosiue X T o G 
Dated 8th Decemhei 1!)08 

Eiom the Olrm man, Buima Chamber of Gommeice, Rangoon, to the 
Secietan to the Goa eminent ol India, Finance Depaitmcnt 

1 have the liononi to acknowledge leceipt of aoui lettei, X'o GIOJa, 
dated 11th Novembei 1908, icgauhng the expediencA of the GoAemment of 
India taking the powci In legislation to inciease the imested poition of the 
Papei Cnuency fiom twelve to fomteen cioies 

2 T liave the liononi to mfoim a t ou that while im Committee aie of the 
opinion that not moie than one-thud of the icsene held against the cuirency 
note ui dilation should be imested m Goa eminent secuiities they do not see 
much objection to the small mcieaso m the peicentage which it "is pioposed 
to make, hut hope it aviII not he luitliei augmented m the iutme 

3 If the pioposed inciease is detennmed upon, ni} Committee lecom- 
mend that the fmtlier investment should he made m Bntish Goa eminent 
securities, they being moie leadily realizable, m case of need, for purchases 
of silvei 
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Enclosure No 7 

No GPL 131, dated 15th December 190S 

From the Secielary and Tieasmer, Bank of Madias, to the Secretaiy to the 
Government of India, Finance Depaitmenl 

1 have the honoui to acknowledge leceipt oi voui letter, No 0101 \, 
dated the 1 1th No\einbei, requesting im Dnectois toexpiess tlien opinion 
as to w hethei it is expedient that the Government o' Tndia should taki 
povvei to mciease the invested poition of the Papei Cutioncv Reaem fiom 
twelve to foui teen cioies, and in leply I mi dnected to sav that mv 
Dnectois aie of opinion that, in new of the laige mciease m the cnculatiou 
of cunency notes, the pioposed increase in tlie imested poition ol the 
Reserve may be made with safetv 

2 I am furtbei desned to say that im Dnectois considei that, in oulei 
to avoid frequent amendments of the Indian Papei Cunenc} Act, Govem- 
ment might take poweis by legislation to imest a fixed piopoitiou of the 
■value of notes in cn culation In Ins lettei No 616S, dated 23id December 
1889, Mi Fiulav stated that in 1SG0 it was pioposed to imest two-thuds but 
that it was decided that the safei md soundei pnneiple was to piescnbe a 
fixed sum as the limit What the leasons wei e foi aiming at this decision 
aie not stated, and though the investment of two-thuds ol the Reseive might 
involve cousideiable nsk, my Dnectois submit that, uiidci piesent conditions, 
35 pei ceut might safely lie invested Thev think also that, should some 
such piopoitiou be decided upon, it would be necessaiy, while leaving the 
peimissive povvei to sell seeunties untouched, to add a sub-clause to Section 
22 of the Act making it obligatoi y to sell should at anytime the metallic 
leseive fall below a ceitam peicentage of the notes in cn dilation -sav 50 
pei cent 

3 In youi letter undei leplv mv Dnectois are also asked whelhei thev 
have any suggestions to make, if a fuitliei investment is deteinuned upon, 
as to vvliat fonn it should take, and in this connection I am desned to say, 
that unless the opeiation be postponed Joi a veij considei able time, it would 
not appeal to be possible to invest m seeunties of the United Kingdom 
without mtei fei mg with the building up of the Gold Standaid Reseive Fund 
to its formei level, and that theiefoie the piesent investment mav be made 
m Government of India mpee papei 


Enclosure No 8 

No 885, dated 16th Decembei 1908 

Fiona the Secietai}, Ghanibei of Commeice, lxaiachi, to the Secietai} to the 
Government of India, Finance Depaitment 

1 beg to acknowledge youi lettei iSo 6104 \ , of lltli November, 
regai ding the pioposal to mciease the Papei Cunency Reseive fiom twelve 
to fourteen croies of lupees I am dnected by the Committee of this 
Chambei to mfoim}ou that they are of opinion that the Receive might be 
mcieased as suggested piovidmg that the same is made in seeunties of the 
Government of India 


Euclosuie No 9 

No 1977 dated 23id December 1908 

Fiom the Secretaiy, Bengal Chambei of Commeice, to the Societal} to the 
Government of India, Finance Depaitment 

I am directed to acknowledge the receipt of youi lettei, No 6401 v, 
dated 11th November 1908, m which you request an expiession ol opinion 
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bv r the Bengal Chamber of Commeice as to whether it is expedient to 
mciease the invested portion of the Papei Cunency Reseive fiom twelve 
to foiu teen cioies ol rupees 

2 In leply T am to say that the Committee of the Chainbei hav e attentively 
examined this pioposal They have lead the past coiiespondence dealing 
with the increases which have been made since the limit of the invested 
portion of the Reserve was fixed, by the Paper Cnnencv Act of 1861, at fom 
cioies of mpees And they endoise the pimciple upon which the invest- 
ments have been made, namely, that the sum invested shall be w ell within 
the amount ol notes u Inch lias been found by expenence to be necessary foi 
the monetaiy ti an suctions of the countiv When the limit was raised m 
J905, the sum ol twelve cioies of rupees amounted to 12 28 pei cent on the 
average net circulation (i c , the gross cn dilation less the amount held m the 
Government Reseive Tieasuues and at the head offices of the Piesidenc3 r 
Banks), and to 44 40 pei cent on the average minimum cnciilation The 
Committee of the Chainbei weie then of opinion that this lias a sufficient 
Lettei X-o 931, dated 9tl, June 1901 maigm of safety, and they consequently 
fiom the Bengal Chainbei of Commeice, to Slippoi ted tile suggested 111 Cl ease lliej 
the Go% eminent of India, Finance and similaily favoul the piesent pioposal, 
Commeice Department which if adopted will, they understand, 

bring the investment up to 39 92 pei cent on the aveiage of the net 
cnculation foi the last thiee yeais, and to 12 10 per cent on the aveiage 
minimum 


1 In lepR to yom enquii3 is to the foim winch the investment should 
take, I am likewise to lefei to the i lews expiessed by the Chainbei when the 
last mciease was undei discussion The Committee then lecommended that 
the investment should be made m steilmg secmities because such would be, 
they consideied, moie leachly lealised in London than rupee secmities would 

They aie still of this opinion, and they 


be eithei in India oi in England 
un to 


v enture thei efore 


suggest 


that steiling secmities should be 


At the same time thev aie aware that the stock of gold com and 


purchased 
bullion in the Cuirency Reseive 


* Gazitlenj India, 19fh 
Put IT puce 1SI9 


Dittmbu 1908 


has now r been so far depleted as not to 
exceed two and a quaitei cioies oi 
mpees in England, and about Rs 15^ 
lakhs m India This being the case, 
immediate investment m steilmg secmities may not be feasible, but 
nevei tlieless the Committee think that the pnnciple should not be depaited 
hom The^ piesume that, as on ptevious occasions, the intention is to 
invest giadualR , and even though then lecoimnendation may mean delay, 
they do not hesitate to put ltfoiwaid Foi the investment m mpee secmities 
should not be, they think, enlaiged at piesent beyond the ten ciores oi 
rupees at which it stands, and which is a full amount m compaiison with the 
two croies invested m steilmg secmities 


Enclosuie No 10 
Bated 10th Decembei 1908 

Fiom the Chaiiman, Chambei of Commeice, Madias, to the Secietaiv to the 
Government of India, Finance Department 

1 have t lie hououi to infoiin 3011 111 leplv to 3mm lettei, No 6404 a, 
dated the 11th Novembei 1908, that the Chambei consideis that, in view of 
the laige mciease m the cnculation of Cunency notes since 1905, the 
Government of India might safely mciease the invested poition of the Paper 
Cuirency Reserve from Rs 12 to 14 ciores, when a suitable oppoitumty 
pi esents itself, and the investment should, at piesent at all events, be 111 
Government of India lupee paper 

2 In this connection the Chambei would suggest for consideration the 
denrabilit3 r oi the Government of India taking powei by legislation to invest 
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a fi\ecl piopoition of the (Junency notes in enculation in older to obviate 
the necessity oHiequent levisions of the Papei Cuirenoy Act The Chamber 
■would suggest 35 pei cent as i icasonable ind safe piopoition to invest, 
pioiided that, while the powei to ->ell secunties is not mteiieied with’ 
Section 23 of the Act is amended bj the addition of a sub-clause lendenng 
a sale obhgatoi\ if and when the metallic leseive touches a point below, sa\\ 
50 pei cent of the notes m circulation 


Enclosure No 11 
Dated 15th Maich 1900 

Fiom A Shakespeai, E«q , Secietaiv, Uppn India Ohambei of Commerce, 
to the Secietaii to the Go\ eminent of India, Finance Depaitment 

lam dnected to icknow ledge leccipt oi \oui lettei No 0401 v, of the 

11 th Novemhei last, m which you invite the views of this Ohambei upon a 
piopofaul to increase the imested poition oi the Papei Cunenc\ Resene fioin 

12 cioies to 14 croies 

2 My Committee have studied the history of the Papei Cun encv Resene, 
aud thev aie of opinion i hat the piopoition held in the form of secunties 
might with safety be mci eased to 14 times, having legal d to the expansion 
which has taken place since 1005 m the amount of Cui i ency notes actualh 
in use b} the public 

3 Concerning the question of the form in w Inch investments should be 
made, mv Committee have come to the conclusion that steilmg securities 
should be selected, on the giound that gcnpiallv speaking they aie more 
icalisable than mpee secunties In making tins lecommendation they have 
not overlooked the benefit to the maiket value of rupee secunties which 
might reasonably be expected to follow fui tliei investments by Government 
At the same time they aie conscious of the depiessing effect which would 
result from Government being obliged m times of emeigencv to lealise on its 
holdings 


Telegram from Secretaiy of State to Viceio}, Finance Department, 

14th Februaiy 1911 

Your Despatch dated 12th January, No 6 Indian Papei Cmrency Act 
T approve amendment pioposed and sterling investment 
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Note III 

(See pauiqiuph 22 of Memorandum , paqc 242 ) 


Remittance of 5,000,000/ m gold Rom India to be held m England as 
pait of the Paper Ouirencv Resene Coi respondencc in 1905 
between Societal \ of State and Go\ eminent of India 


Despatch to Government of India, No '11 (Financial), 
dated 7th Apiil 1905 


My Lord, 

In my telegiam dated 9th Match last, wlule accepting \oui pioposal 
that the l omittance of twocioies ol inpees to this count n which will he 
lequned foi the imestmeiit on account of the Papei Cunencv Resene shall 
he made b\ means of Council di aw mgs, 1 added that I should addiess vou 
fuither on the subject of lenuttances of gold 

2 The question of the amount of gold that can he comemently held in 
the Papei Cunencv R( sene in India was discussed bj Torn Excellencv m 
youi letteis of 14th Decenihei 1899 (No 121), and Gth Septembci 1900 
(No 302) In the lattei communication it, was suggested tint 7,000,000/ 
should be legal (led as the maximum, and this pioposal was pio\ isionallv 
accepted in Loi cl Geoigc Hamilton’s Despatch No 232, ol 13th Detembei 
1900 The question was again considered b\ vou last veai in count ct ion 
w ith 3 oui pi oposil to int i ease the amount invested on behalf of the Papei 
Cmiencv Resen c , and m join lettei of 18th August last, No 295, you 
stated that m voui opinion a stock of gold of the value ol 9] cioie-^ 
(6,107,000/ ) m the lesene would be uuple and that a lnigei piopoition is 
not at piesent lequned >n India You also stated that vou have found bv 
expenence that at the beginning of the bus} season the piopoition ol silvei 
coin m the Cunencv Resene should be appio\imatel\ one-tlmd of the total 
note cnculation As the gold held in tho reserve has not fallen below 
9,000,000/ duiiug the last two years, and has dining the whole penod since 
Mai cli 190-1 exceeded 10,000,000/, 1 assumed, when agieemg that the 
invested poition ol the leseivc shall he mci eased be the substitution of 
sterling seciuitics loi twocioies ol the metallic poition, that it was voui 
mtentiou to i emit gold to England foi the pui chase of the secunties ’ In 
defeience to the lepiesentations made m join telegiam of Si h Maich 1905, 
I have agieecl that the leimttance shall be made bj means ol Council Bills 
But I should lie glad if }ou would considei whether the amount ol gold held 
m India should not neveitheless be leduced 

3 According to the statement foi the 9th of Much 1905, which is the 
latest befoie me, the composition of the Cimency Bcsene on that date was 
as follows — 

Ci cues 


Secunties - - - - 10 

Silver com - - - - - 9 07 

Silvei bullion - - - - 1 88 

Gold - - - - - 16 47 


Total - - - - - 37 42 
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The amount of silver com was consideiably below the proportion of 
one-third mentioned above, and when an mxestment of two crores is made 
in England, and the metallic leseive m India is reduced, the reduction will 
presumably be effected wholly 01 m pait by the tiansfer of rupees to the 
ordinal y treasunes 

4 In view of these figuies it appeals to me that theie would be some 
advantage in i emitting gold to England eaily m the present financial 
yeai 

Having regai d to the state of youi balances as descubed in yom telegiam 
of 8th March, it would peiliaps be the moie convenient course that gold so 
i emitted should m the first instance be held as a pait oi the Papei Cuirency 
Reserve at the Bank of England It could be used, if a iavouiable 
opportunity occuis m the near futuie, ioi the pui chase of silvei m anticipation 
of future requnements, or, if you aie unwilling at piesent to anticipate 
requirements, it could be held at the Bank so as to be immediately available 
for the purchase of silver whenever the need for additional coinage may 
arise It is also to be remembeied that the possession of a stock of gold m 
England, held as a portion of the Papei Cunency Reserve, but capable of 
being tiansfeired to the oidmaiy balances of the Secretaiy of State in 
Council, against a conespondmg tiansfer oi lupees fiom youi balances to 
the Currency Reseive m India, affoids a method (which might m certain 
circumstances be very useful), of speedily replenishing the balances of the 
Secretary of State m Council 

5 I shall be glad to receive an expiession of your views on the points 
discussed m this Despatch 

I have the honour to be, 

My Lord, 

Your Lordship’s most obedient humble Seivant, 
(Signed) St Joins Bhodkice 


Letter fiom Government of India, No 230 of 1905 (Finance Depaitmcnt), 
dated 29th June 1905, to the Right Honouiable St John Bioduck, His 
Majesty’s Secietary of State for India 


We have the honoui to lefei to youi Financial Despatch No 41, dated 
the 7th April 1905, on the subject of the amount of gold held in the Paper 
Cunency Reseive You cite vanous opinions which the Government of 
India have evpiessed at different times as to the amounts of gold and silver 
respectively which should be held m the Reseive, and you ask us to 
considei whether m view of the large stock ot gold now held m Lidia, a 
portion of it should not be lemitted to England You also suggest that it 
might be convenient to hold the gold so remitted m the fiist instance as a 
pan of the Paper Currency Reseive at the Bank of England, and you 
point out certain advantages which would attach to the possession of such a 
stock of gold m England 

2 In the previous discussions to which you lefei concerning the amount 
of gold that can conveniently be held in the Reseive, our views were 
influenced by the sudden demands which had ansen foi the provision of 
rupees m India, and by anxiety lest the presence of a laige stock of gold 
should hamper us m meeting those demands Oui position m this respect 
has been greatly strengthened by the large mciease that has taken place m 
the note circulation m the last few yeais, and by the formation of a special 
ingot leserve of three crores of tolas of silver, as proposed in our Despatch 

v 1006S -A- » 
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No 121, dated 28tli April 1901 The position will, we think, be made still 
mote, secure if you accept the pioposal put forward m om Despatch No 143 
of the 27th of Apul last, for the annual pm chase of silver in anticipation 
of actual requirements 

3 The object ol this pioposal was to secure a sufficient supply of lupees 
to meet all urgent demands, and so long as tins object is effected we see no 
cause foi anxiety in the accumulation of a large stock of gold On the 
conti ary we consider that the balance of the unimested portion of the Resene 
which is not likely to be required loi circulation as money ought to be held 
m gold lathei than m silver, and that the possession of a large stock of the 
yellow metal will strengthen our credit and contnbute to the stability’ of 
exchange Subject, theiefoie, to the provision of sufficient rupees and 
reset ves of silver, lie would allow out stock of gold to grow indefinitely with 
the expansion of the note circulation until such tune as it may be deemed 
expedient to make a Rather addition to the invested portion of the Reserve 

4 We do not, however, consider it in any wav necessaiy that the whole 
of the gold should be held in India As pointed out in the second paragiaph 
of youi Despatch undei reply we expressed the opinion m August last that a 
stock ol 9£ cr ores m the Reseivo furnishes, undei pnesent cncumstances, an 
ample maximum foi Indian purposes , and one of the objects of the recent 
revision ol the Pajiei Cmiency’ Act was to facilitate the transfer of the gold 
portion of the Reseive between India and England We would m this 
connection invite attention to the lemaiks made bv om Jlonomable Financial 
Colleague when moving on the llthof March last that theRepoif of the 
Select Committee on the amending Bill should be taken into consideration 
The Honomable Mi Bakei then observed that “so Jai as gold is concerned, 
“ the com held nr London is actually one stage nearei the point at which it 
“ becomes ellootivo loi securing the encashment of notes than when it is m 
“ India ” 

5 We aie accoidingly disposed to welcome yom suggestion that a 
poition of oui stock of gold should be remitted to London and hold as a 
pait of the Papei Cuirency Reseive it the Bank of England To the 
advantages which you have enumerated as attending this measure we would 
add that it will enable you to make pm chases oi silvei quietly without 
giving the lorewarning to the market which is entailed by’ the present 
system ol making separate remittances foi each pm chase 

0 We theieloie piopose to send 5,000,000? (live million pounds) in gold 
to London to be held by vou as a pait of the Cmiency Reserve When you 
draw on this fund foi the purpose of pui chasing ol silv er, vv e w oulcl ask 
you to replenish it iiom time to time by the sale of Council Bills, at youi 
convenience, and to mfoim us on each occasion of any’ intended opeiation 
on the fund, so that we can adapt our airangements accordingly In the 
event of the demand foi Council Bills being slack at any time, you would 
be able aftei warning us to replenish the Reseive m India, to utilise yoiu 
stock of cmiency gold ioi Treasury payments If this pioposal meets 
with yom appioval we should be glad to be infoimed as soon as possible 
in oidei that caily airangements may be made foi shipping the gold 

7 With refeience to the lemaiks in paiagiaph 3 of your Despatch 
regai ding the amount of silvei coin held m the Paper Currency Reserve 
in Mai ch last, we would point out that the standaid ol one-thud of the 
total note circulation lefened to m om Despatch of the ISth of August 
1904 was suggested as sufficient at the opening of the, busy season, !md 
that that season was drawing to its close on the 9th of March We take this 
opportunity of explaining that the standaid which we suggested last year 
on Sn Edwaid Law’s advice was a lough estimate only, and that we do 
not at present considei that we have sufficient data oi experience for lay mg 
down any arithmetical entenon We attach more importance to the pro- 
posals stated m om Despatch of the 27th ol April last foi anticipating 
requirements than to the maintenance of any fixed propoition ol lupees to 
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the note circulation , and in any event, we tlo not consider that the gross 
circulation, which includes notes held m the Reseive Tieasunes, cord’d in 
any circumstances he treated as the basis of such a criterion 

We have the honour to be 
Sir, 

3. our most obedient, humble Servants, 
(Signed) Curzon 

» Kitchener 

» E R Elles 

„ AT Arundel 

„ HE Richards 

,, J P Hewett 

„ EH Baker 

>, CL Tupper 


Despatch to Government of India, Ho 91 (Financial), dated 
11th August 1905 

My Lord, 

In jour lettei of the 29th of June, Ho 236, you accept the suggestion 
made m mv Despatch oi 7thApnl, Ho 41, that a poition of your stock of 
gold should be sent to this countiy to be held as a part of the Papei Cuirency 
Reseive , and you piopose to make eailj arrangements foi the shipment ol 
5,000,0007 I undeistand that you desne that the 1,000,0007 shipped on 
the 8th of July, as repoited m your telegram of the 6th July, may be regarded 
as a portion of this 5,000,0007 

2 I approve the proposal that a fuither 4,000,0007 shall be sent It 
should be consigned m instalments of not more than 1,000,0007 , and you 
shoidd inform me by telegiaph when each consignment is about to be made 

3 When the gold held m England is diawn upon for the pui chase of 
silvei it is possible that m some cases the most convenient anangement foi 
keeping the total Currency Reserve up to the required amount will be that 
contemplated in Sections 17 and 19 of Act HI of 1905, viz , to tieat the 
silver purchased as a portion of the leserve The stock of gold m England 
can subsequently be replenished, as you piopose, from the pioceeds of 
Council Bills (if the state of the Home Treasury balances admits of this) so 
as to lelease rnpees Lorn the Cunency Reseive m India This piocedure 
would obviate the necessity foi making transfers m India from the Treasury 
to the Papei Currency Department at the time of the purchase of the silver, 
which I understand to be the coui se suggested in the sixth pai agraph of 
your letter 

4 For the present, however, the silver that is being purchased m 
accordance with the requests contained m your telegram of the 5th April, 
youi letter of the 27th April, and youi telegiam of the 30th June, is being 
paid foi fiom the balances of the Home Tieasury, so that the whole 5,000,0007 
of gold will be held from the time of its arrival as a part of the Papei 
Cunency Reserve 

5 I forward a copy of a letter to the Bank of England requesting them 
to take the necessary measures 

6 I also forward a copy of a note by the Deputy Accountant-General at 
this Office, Horn which it will be seen that it is desnable that you should 
announce (in the mannei that appears to you most convenient) that the 
shipments are to be made on behalf of the Paper Currency Reserve, and not 
for the purpose of replenishing the balances of the Secretary of State for 
India m Council 

I have the honour to be, 

My Lord, 

Your Lordship’s most obedient humble Servant, 
(Signed) St John Brodbick 


Aft 2 
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Enclosure No 1 
India Office to Bank of England 

F 5156 India Office, 

Gentlemen, 28tli J uly 1905 

I am dnected to inform you that the Government of India intend to 
consign to this country during the present year 4,000,0001 m gold m 
addition to the 1,000,000Z referied to m the conespondence ending with 
Mr Nanne’s letter of the 7th July 

The whole 5,000,000Z mil for the piesent he tieated under the auange- 
ments contemplated m the Indian Papei Cuiiency Act, 1905, (of winch a 
copy is enclosed for j our information) as being a pai t of the reserve to 
secuie the payment of currency notes issued m India 

I am to enquire whethei you will be so good as to hold the gold on behalf 
of the Secietaiy of State m Council on a separate account distinct fiom his 
cash and di awing accounts 

Poitions of the amount <=o held may fiom time to time be used for the 
purchase of silvei oi for othei pui poses , and m this event a transfei to the 
Secietary of State’s cash account will be requned, and the necessary 
instructions w ill be given by this Office 

I have, <ic , 

The Governor and Company of the (Sd ) A Godley 

Bank of England 


Enclosure No 2 

Note by the Deputy Accountant-Geneial, India Office, dated 
22nd July 1905 

I have to suggest, for consideration, that m view of the magnitude of 
the operation it might be desirable to take some steps to acquaint the 
maiket that the gold to be shipped will not be available for the purposes of 
loans from the Secretary of State’s balances The Broker has recently 
mentioned to me on seveial occasions that the publication by the newspapers 
of the intended shipment of gold, which is usually announced by the news 
agencies directly the freight is arranged in India, has a distinct effect on the 
rates he is able to obtain for our loans The films on the borioumg list 
occasionally quote the information to him, and either decline to renew' m the 
expectation of cheaper money and supply themselves instead from othei 
sources with weekly or other short term loans, or else make the news the 
pietext foi ofteiing a louder rate of interest than would otherwise be obtained 
In this case the shipments of gold will be large, and will peihaps spread 
or ei some time I see from to-daj ’s “ Times ” that a rumour as to a further 
shipment is alieadj afloat 


(Sd) H W Badock 
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IiGLRts of Trade behveen In div and China (excluding Government Stoies and Treasuie), 
handed m by Mi F W Newmarcli, Financial Secietaiy to the India Office 

(see Question 1399) 


Years 

Exports to China 

Total 

Impoits from China 

Total 

Merchandise 

Treasuie 

Merchandise 

Treasure 
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ion, no f Hong Kong 

16J1 J- ( Tre ^ tJ l' ar ts - 

189‘>-<H j Hong Kong 
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1 caily average 

Mono nj 1 Hong Kong • 
r 1893-01 ) TrciU Ports 

i eni or j Hong Kong 
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11 J 1895 96 Wong Kong - 
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1896- 97 1 Hong Kong 

18 “ (Treaty Ports 

1897- 98 f«ong Kong 
(,18J< 8 \ Treaty Ports 
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Y early aa crage 

Percentage of increase or decrease as I 
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r ura-o. j . 

»«•« !SS K “ B 
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ljoo-ut j clmn 

1907 08 (Hong Kong 
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Yearlj aaerage 

Percentage of increase or decrease ns 1 
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£ 

7, 318, nil 

2 115,479 
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£ 
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£ 
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Figuuls of Thade between — 

(1) Bnmsii India and the United Kingdom 

(2) China and tlic United Kingdom 

(Figuies taken fiotn the Statistical Abstract for the United Kingdom, except those relating to 
mov ements of Tieasure between India and the United Kingdom, these aie taken from 
the Indian Tiadc Tables ) 

( 1 ) Biitish India 


\eir 


Comparing the last with 
the first quinquennial 
group, the percent- 
ages of increase or 
decrese ai e - -J 
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| 36,199,204 
12,66S,797 

1 32,234,39S 
( 30,513,106 
26,231,949 

t I 

£ C 

239,254 | 30,138,158 
421,852 ' 33,092,619 
j 820,534 l 33,054,932 
! 3,236,116 , 33,719,552 
i 1,18 3,116 ; 27,117,095 

ii ^ 

32,429,2 49 
!| 35,230,114 i 
, 32,519,207 
j 29.017,287 

1 29,931,551 

£ 

i 7,322,76(1 
8,920,659 
5,326,239 
7,286,212 
| 9,005,867 

i £ 

39,752,01 5 
! 44,159,773 

1 37,873,116 
36, 533,499 
39,537, 421 

1 

31,569,891 

1,180,610 

1 

32,750,537 

1 31,837,482 ^ 

! 7,694,1 49 

| 39,531,031 

27,648,857 
26,411,315 
25,28 5,467 
24,813,099 
27,170,081 

4,331,355 
■ ‘2, 24b, 62 4 
1,11 1,146 
1,170,266 
1,013,051 

11,980,212 
28,080,1 39 
26,696,613 
20,2S3, 305 
29,083,7 32 

i 30,111,913 

1 25,1S7,0S9 
30,8 11,551 

1 28,009, 3S 5 
, 30,362,934 

6,109,7 4S 
5,398,963 
5,774,2 IS 
8,489,873 
7,980,878 

30,224,091 
, 30,886,032 
36,61 3,769 
, 36,199,258 
, 38,313,812 

26,329,76 4 

2,215,019 

1 21,544,813 

' 28,963,180 

6,750,736 

j 33,713,916 

- 16 m 1 

i 

i 

+ 87 613 

i - 25 055 

i 

! 

| — 0 02S 

i 

- 12 261 

j — 9 65 7 

1 

27,740,503 
27,3SS,100 
27,391,734 
2S, 724, 006 
32,304,747 

1,641,578 
2,309,76') 
2,157,1 hi 
1,973, 397 
2,303,391 

29,385,081 
! 29,697,875 
29,548,878 
30,007,103 
! 34,66S,1 38 1 

ii 

| 31,907,811 

1 30,906,938 
[ 35,746,399 
!■ 33,491,035 , 
35,320,217 

7,242,597 

5,756,280 

7,515,273 

8,214,780 

7,776,91') 

39,210,108 

36,723,224 

4-3,261,672 

41,703,821 

43,097,136 

2S,709,S19 | 

2,089,656 

30,799,475 

33, 19S, IbO 

7,301,172 

10,799,652 

1 

4 0 039 

- o 661 

+ 2 j m i 

i 

b 13 059 

+ 8 154 

-j- 1 4 240 

36,472,636 J 
36,062,291 i 
37,833,460 1 
13,939,184 1 
29,615,570 ’ 

1 

1 

2,347,970 
2,356,824 
2,179,705 j 
2,117,948 ! 
2,161,840 1 

38,S20,600 
38,419,115 • 
40,013,105 
40,057,132 ' 
31,777,410 

41,514,49 4 8,475,163 , 
44,361,153 1 7,147,852 1 
40,410,498 8,990,708 . 
53,311,127 111,507,161 I 
50,844,283 '11,812,318 

30,019,957 

51,509,005 

55,401,206 

61,818,288 

62,650,631 

36,784,628 

2,232,857 

39,017, 485 

47,29 4,311 

9,386,706 

36,881,017 

+ 28 126 

1 

+ 6 853 

+ 20 682 ! 

i 

'! 

+ 41 183 1 

+ 31 304 

1 

+ 39 115 


I j 

+ 16 518 + 89 122 ! 


+ 19 135 , + 18 549 


+ 24 597 j + 43 SS7 


* Rupees con\ cited into Veiling sit the exeh mge of IN 1"> — 1/ 
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Figures of Trade between India and Persia (excluding Government Stores 

and Treasure) 


— 

I 1 xports to Persia 

Total 

Import*? from Persia 

Tot-' 

Merchandise 

Treasure 

Merchandise 

Treasure 

fl8SS-89 

1 1889-90 - 

I i 1890-91 

1891-92 

1.1892-93 

Ytailj aaeiage - 

ri893-9i - 

j 1894-95 

IT J. 1895-96 

1896-97 

1.1897-98 - 

Yeaily average - 

Percentage of increase ) 
or deciease m com- 1 
panson with period f 

No I - - -J 

fl898-99 
| 1899-1900 - 

III -j 1900-ul 

1901-02 - 

1.1902-03 - 

Yearly at erage - 

Peicentage of lnciease'l 
or deciease in com- 1 
panson with period f 

No II - - -J 

rl903-04 

1904- 05 

IY 4 1905-06 

1906-07 
,1907-08 - 

Yearly a\ erage - 

Peicentage ol increase 1 
or decrease in com- 1 
panson with period f 
No III - - - 1 

Companng the first' 
with the last quin 
qntnnial group the 
percentages of in- 
creases or decreases 
are - 

£ 

955,207 

1,148,470 

1,160,629 

1,342,234 

1,266,524 

£ 

123,398 

69,926 

35,621 

73,831 

77,240 

£ 

1,078,605 

1,218,396 

1,196,250 

1,416,065 

1,343,764 

£ 

487,305 

535,944 

473,455 

473,332 

458,061 

£ 

53,326 

87,306 

124,907 

72,416 

54,348 

£ 

540,631 
623 250 
598,362 
545,748 
512,409 

1,174,613 

76,003 



7S,461 

564,080 

1,224,747 

1,586,717 

1,142,959 

890,674 

936,074 

102,260 

61,463 

61,592 

71,586 

14,709 

1,327,007 

1,648,180 

1,204,551 

965,260 

950,783 

4S9, 470 
529,785 
581,865 
457,322 
461,275 

120,539 

116,575 

83,960 

101,355 

73,365 

610,009 

646,360 

665,825 

558,677 

534,640 

1,156,234 

62,922 


| 503,943 

99,159 

603,102 

-1 56) 

-17 211 

-2 516 



+ 6 91S 

1 

1,041,321 j 36,425 
740,902 66,286 

883,315 92,447 

817,171 So, 153 

804,741 31,597 

1,077,746 
807,188 
975,762 
902,324 
836, 33S 

389,302 

551,955 

475,798 

452,036 

432,257 

91,775 

80,729 

62,634 

48,950 

39,121 

481,077 

632,684 

538,432 

500,986 

471,378 

857,490 

62,382 

919,872 



524,911 

-25 83S 

-0 859 



-34 810 

-12 965 

735,632 

716,850 

625,366 

617,174 

799,719 

124,571 

77,834 

46,303 

61,938 

69,979 

860,203 

794,684 

671,669 

679,112 

869,698 

291,640 

294,048 

288,315 

317,774 

288,838 

34,323 

99,419 

171,241 

103,617 

76,049 

325,963 
393,467 
459,556 
421,391 
364, S87 

698,948 

76,125 

775,073 

296,123 

96,929 

393,052 

-18 489 

+ 22 031 

— 15 741 

— 35 663 

+ 49 919 

-25 120 

-40 495 

+ 0 160 

-38 025 

-39 022 

4*23 o39 

- 30 320 
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Figures of Trade between India and other Countries, excluding China and Persia 
(Government Stoics and Tieasuie omitted) 

Exports fiom India Imports into India 


Mcrclmulixc Treasure 


Impoits into India 
Mcrclinndi c Ireisnre 


'1S83-S9 
18S9-90 
1S90-91 
1891-92 
J 892-9 3 

Ytailv ateragc 


f 1893-91 
1891—93 
1893-90 
1890-97 
U 897-98 

Yearlj aterngt 


Percentage of increisi 
or decrial in coni- 
pirison with ptriod 
Nol 


£ 

5 1,262,SS7 
58, 191,025 
55 ,9 G9, 589 
Gl, 100,1 07 
00,055,103 

£ 

9S0/122 
1,138,917 
1,289,482 
2 , 021,020 
1,5 12,089 

jg Jg 

55,249,309 | 4°, 618, 350 
39,630,512 1 42,204,409 
57,259 071 ! 13,930,282 
03,487,733 42,000,211 

01,597,252 39,383,000 

71 “ 

7,200,751 19,879,104 

10,011,400 52,245,933 
11,125,952 , 35,302,234 
7,279,001 49,279,218 
10,273,429 | 40,057,035 

58,019,071 

1,995,707 

00,014,781 j 42,028,584 

1 

9,250,121 ' 51,281,705 

t 

02,320,703 

02,492,985 

05,732,912 

59,173,130 

55,937,119 

2,173,130 

5,350,104 

2,GS0,000 

3,192,017 

1, 10G,35S 

i 

61,793,901 j 40,453,404 
67,S49,089 | 11,473,202 
08,413,002 , 43,008,491 
02,305,153 1 40,053,084 
00,313,807 | 44,691,405 

11,358,014 37,811,478 

5,917,257 50,390,159 
8,563,099 52,231,593 
8,297,932 54,351,010 
12,781,043 57,472,508 

Gl, 131, 153 

3,021,055 

01,753,110 1 15,007,941 

9,383,409 54,451,410 

j> +5 31C 

+ 81 472 

j! 

+ 7 Sll 1, +7 232 

1 

1 

+ 1 376 +6 175 

1 


f 1898-99 
1899-1900 - 
■ 1900-01 
1901-02 
l 1902-0 3 - 

Yeirlj nirart 


Percent igt of increase 
or dicioase is tom- 
p ired t\ ith period 
No II - 


03,337,008 

02,132,930 


1,700,201 

3,028,014 


02,797,310 i 1,071,303 
70,307,331 l 3,190,330 
71,109,900 | 5,000,7 1G 

07,108,937 j 3,101,338 


70,213,332 

07,401,370 

07,171,909 

75,S03,887 

80,010,082 


11,009,000 10,S35,389 

15.323.029 13,277,091 
1S,G7S,000 ,10, '120, 314 

32.700.030 112,307,951 
3U, 027, 3 19 15,4 13, 90S 


51,903,055 

58,S02,720 

59,104,314 

05,208,001 

00,073,317 


5,101,338 1 72,210,270 H 48,320,019 12,498,003 00,S18,OS2 


+ 9 778 1 + 10 S57 | +11510' +7 210 +33 199 +11 093 


fl903-01 
1904-05 
\ 1905-00 
j 1900-07 
U907-0S 


89,197,013 
91,155,201 
92, 8 5S, 881 
101,030,451 
1107,331,178 


4,795,793 

3,251,331 

1,179,270 

3,74G,0SO 

3,335,370 


i 93,993,130 I 
I 90,109,535 I! 
! 97,038,151 !! 
108,383,131 ! 
•110,000,8 IS I. 


54,939,241 
02,870,OOS 
07,231,300 
70,891,519 
84, 8 12,G5S 


,20,119,159 

,20,807,124 

12,993,219 

17,214,922 

,20,729,578 


75,388,400 

S3,GS3,192 

80,244,525 

88,100,471 

105,572,230 


Yeirly naeragt - 90,835,032 1 1,202,293 !101,29S,225 | 68,100,105 ]l8,43S,S00 | 80,598,905 


Percent tgt of inert ise' 
oi deciease as com- 
pared v itli pei lod 
No III 

Comparing the hist with 
the first qnmquennial 
group the pt rcent- 
ages of mere ises ire 


+ 4 1 297 j -10 118 +40 282 j +11 000 I +47 520 +42 389 

I ) I 


+ 00 817 +113 573 +08 704 +02 170 +99 207 +08 S59 
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Srfech or Finance Mi jibed or the Government 01 Tndi\, introducing 
\ Bill tor the Estvblisiimi nt oi \ Pu*lr Currency in Indiv, 

3rd March 1860 Handed m by Mr F W Neumarch, Financial Secietary 
at tbe India Office (with lofeienee to Question 1610) 

Mr Wilson rose and said — 

Mr Piesident, — Sn, when I had the honour, a foif night ago, to laj be foie 
the Council an exposition of the Financial policy of Hei Majesty ’s Go\ eminent 
oi India, and to piopose that flic people of India should be subjected 1o 
some new imposts m older to lelieve the necessities of the State, I then gave 
an assuiance, on behalf of Government and myself, that we weie deeply 
imbued with the necessity of taking stungentand bold measuiesfoi securing 
to India at the same time such administrative lefoims as weio mgenth 
lequned, not only in order to set me thegiealesl possible economy, but the 
gieatest efficiency in the public service In puisiiaiicc of the notice which I 
gave last week, I now use to piopose oui fust nieasuie in lcdemption of the 
pledge I then gave Sir, I believe tlieie is but one opinion thioughout 
India, and I will add at home, that the ctniency of this gieat dependence of 
the Butish Empne is in a most misal is factoiv state , tlieie may be, and no 
doubt tlieie aie, main difhient opinions as to the mode m which its gluing 
defects can be best amended , hut at least all are agreed that amendment is 
loudly called foi And I think Jlonoiable Membeis will ague with the 
Government m legaidmg this as one of the most impoitnnt lefonns in 
admimstiation, and as one calling foi the eaihest attention of the Govern- 
ment and the action of this Council Sn, I must say that I know no question 
of gieatei nnpoitance to the commeice, the mdtisLiv, and the material 
well-being of a countiy, than that of the laws which legulate its curicmi II 
youi monetaiv condition be unsound, the country will be exposed, in an 
aggiavated l'oim, to all those vicissitudes which overtake trade, foi a time 
paialyzc mdustiy, aud impoveiisli the people —il on the othei hand, it be 
based on sound and solid punciples, we may lest contented that we have it 
least taken eveiy precaution vvitlnn oui powei,if not foi altogethei pi eventing 
those vicissitudes, j et foi alleviating then consequences and shoitenmg then 
duration 

Sn, I appioach this subject not without consideiable auxietv — an 
ar\iety in no degiee ansing fiom any doubt oi mistiust which we have m 
the punciples I shall have to avow on behalf of tbe Government, oi of the 
soundness and adequacy of the measuie I have to piopose No — my anxiety 
anses fiom a doubt m my own poweis to expound those principles, and that 
measiue sufficiently cleaily to cairy y oui views along with me, foi not only 
is the subject of itself extiemely intiicate, but it has been lendered still moie 
so by tbe gieat vanety of views which have been discussed, and the gieat 
diveisity of systems aud pioposals to which those discussions have given 
use But, Sn, it is essential for the success of oui measuie that we should 
cairy pubic opinion with us in the soundness of oui plans My only aim, 
theiefoie, m now addi easing you, will be to lay down those punciples, and 
to explain oui measiue m a rnannei to make myself as intelligible as I 
possibly can to all , and if m so doing, I shall detain y ou soinew hat lougei 
than you could wish, I tiust to the gieat importance "of the subject as my 
excuse 

Sir, w e wish to deal with this question m a bioacl and comprehensive * 
mannei, befitting the intei ests of a great countiy — m a rnannei which shall 
be applicable alike to all parts of India — m a manner which, being sound m 
principle, we may safely leave to a development as wide as the wants of * 
India can ever requue, however gieat they may be Sn, we ieel it to be a 
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gieat pimciple in Government to base om measures with repaid to 01 

matters of trade or finance on so sound a footing, that wo may lafely la e 
tlicrn to tlren own self-development, accordmg to the unrestrained require- 
ments of tire public from time to time, without the constant interference 
which unsound principles demand from the State to bolstei them uo And 
we feel that, m applying such principles to India, we have at least this 
advantage, that we have almost what I may term a tabula, asa upon which 
to act No doubt one of the great difficulties which other Governments have 
had to deal with in reforming their cunency legislation has ansen fiom a 
net-worlc of unsound practices and of existing interests which stood in then 
way 4 oitunately, we can hardly be said to labour undei such a difficidtv 
At the same time, the subject is so novel rn India, and I may add the relation 
of the Goa ernment to the people is so peculiar, that I cannot but feel 
ordei to make om couise cleai and the benefits to be derived fiom ’ Ulu 
measuie intelligible, it will be necessaiy for us to consider the question from 
its foundation, and I hope I shall not be thought pedantic if I ventuie to lay 
down some of the hist axioms as to the natuie and chaiactei of cunency m 
order that w r e may the better judge of the soundness of the superstructure 
which we shall laise in the shape of a measuie pioposed for your adoption 
In the first place, then, we shall, I think, be all agieed, that the only 
legitimate object of cmrency, in wdiatevei form it exists, is to act as a 
medium for circulating commodities m a mannei infinitely moie convenient 
than any svstem of baitei could effect that object, and that this is best 
^ attained by the adoption of one of the pieoious metals, gold 01 silver, as the 
* least fluctuating standaid to which the values of all othei commodities can 
be lefened and bv which they can be defined At the same time, it must 
be plain that, m thus setting aside a laige amount of the precious metals 
for this puipose, we aie leally abstiacting fiom the common stock of the 
countiy so much capital, and demoting it to a puipose which yields no piolit 
or intei est, but which nevertheless gnes to the lemaming common stock of 
capital so gieat an mci eased value, by the additional facilities which are 
gi\en to exchanges, as fully to compensate foi the abstraction of so 
much capital Well, then, applying this pnnciple to things as they 
actually exist m India — how- do we stand 9 The standard wdnch we have 
adopted is that of silvoi Whethei it is the best or not, we will considei 
hereafter But at least, I must ask you to beai in mind, and never to 
lose sight of the fact, that from time limnemoiial the standaid of value m 
India has been one of silvei , — that eveiy obligation, public and private, 
has been contracted m a cunency of silver, — and that all such obligations to 
pay any given numbei of rupees at any date however 1 emote, is leally 
nothing more or less than an obligation to delivei so much sflvei 

Then let me ask, how much capital has theie been abstiacted from the 
common stock m India for this purpose 9 How much continues abstiacted, 
peiformmg the function I liar e desenbed, though I fear m a most 
incomenient form — indeed, in a form, as I shall show, which leads to 
further great sacrifices independent of the loss of so much le-pioductive 
capital 9 It unay be difficult to form any precise estimate of the amount 
But at least w-e know enough to come to the conclusion that the amount 
is veiy large Since 1835, I find that the coinage m the three Indian 
Mints has exceeded a sum of one bundled ciores of mpees, equal to one 
hundred millions of pounds steiling But, Sn, this would give but an 
inadequate idea of the late at which silvei com is being now- absoibcd 
One bundled millions m twenty-fne yeais give only a geneial areiage of 
four crores of rupees, oi four millipns sterling m each yeai But what is 
the magnitude of our tiansactions now 9 In the last foui years the 
quantity- of sihei coined at our Mints, and absoibed m the" countiy, 
amounts to no less than foity-se\en croies of rupees, oi 47,000,000?- being 
at the late of nearly 12,000,000? in each year Sn, could we have 
a stronger pioof of the lapid mciease of the activity of oui trade, and 
I will add of the wealth necessaiy- to minister to it 9 Now, I am not 
unmindful of the fact that all this com does not lemam in cneulation — 
that much of it is, unfoi tunately foi the country and foi its owners, hoarded, 
and that some of it is again melted down fqi jewelleiy But making all 
due allow-ance foi these abstractions, theie must be m actual cneulation 
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as com a sum of money exceeding one hinidied millions sleilmg, 01 wu 
hundred cioics of mpees, moie tlian the equivalent of the whole debt of 
India , and it is an impoitaut fact that tin* amount is annuallv mci casing, 
and must mciease, as tiade becomes moio active, thus absti acting more and 
moie fiom the lc-pioduetive capital of the countiy 

But, Bn, I base hinted at otliei v\ ay s m which the public m India, 
and I ma] add the Gnv eminent, aie exposed to loss thiough our piesent 
monetaiy system Our cunency consists cxclusn cly , or neaily so, of 
silvei coins, foinnng a gieat bulk and weight in piopoition to its value 
Can any one fonn a just estimate of the whole cost to which the public aie 
put m transmitting tins bulky coin fiom place to place 9 Can any one 
even judge of the expense the Goveinmcut alone lias inclined on tins 
account 9 I have seen many estimates on ibis head If I mistake not, I 
have seen an estimate made by Sn Chailc-, Napier, that the* protection ut 
Government Tieasme, m escoit and m otliei ways, gave eniploMiient to 
something like thnty thousand native troops But be that as it may, 
be it exaggeiated 01 not, tlieie is no question tlut the public of India aie 
put to an enoimons annual cost foi the ineie nsk attending the transmission 
of com fiom place to place 

Now, Sn, let us enqune w hat aie the means winch the application of Econo- 
mical Science and expci lence have pointed out m far advanced and highly 
cmlised communities, bv which this gieat abstraction of capital fiom lc-pio- 
ductive purposes can be 1 educed, by which the cost and nsk of leinoungcom 
m hulk can he obviated, and by which a gieat and gcneial economy to the 
State and the public can lie effected 9 No doubt, between nation and nation, 
this is chiefly done by ihc well undei stood and valuable eonti nance of Bills 
of Exchange — in the domestic tiansactions of a countn, this economy is to 
some extent effected bv Banking operations and tmnsfers, 1 o some extent by 
Bills of Exchange but to a much gieatei extent, and m a f.n moie convenient 
foim, by the use of Bank Notes of unifoim amount, and foi such sums a^ suit 
the oidmaiy tiansactions of life , but so legulated as to repiesent m leality the 
com for which they aie used But befoie I piocced fuithei, I am desnous of 
here noticing some pioposals that have been made fiom time to tune in India 
foi the pmpose of remedying the defects of om monctaiy r system by the 
introduction of gold coins Now, Sn, I must say that, having given all 
the pioposals which have been made foi this pmpose, 01 that aie capable of 
being made, om most caieftil cousidcrUion, I am unable to lecogmse in 
any one of them a leasonable 01 unobjectionable mode of accomplishing 
the object Shall we adopt a double standaid of gold and silver? Sn, few 
will be found to advocate such a plan No doubt, gold and silvei vary T 
in their lntimsic value m relation to each otliei, much less tlian perhaps any 
otliei two ai tides that could be named, lmt, novel theless, they do vaiy, 
and that not inconsiderably, as the expenence of the last few yeai s has 
shown In 1 elation to silvei, gold is ceitamly at least five pel cent 
cheapei than it was ten years ago, and when we come to tieat ol national 
obligations, that may lopiesent a laige sum What eflect then would the 
adoption of a double standard have 9 Why, cleailv to enable the debtor 
to dischaige Ins obligation in wlnclievei might at the time be the cheapest 
metal This, Sn, would destiov the whole object, and tlic gieat utility of 
a standaid at all, and would simply enable the debtoi to pay in one 
matenal what be bad contracted to pay in another Sn, we are not 
prepaied to adopt a nieasuie admittedly so defective and so unsound 
But, then, it lus been pioposed that gold coins should he cn ciliated, and 
should pass only at then intrinsic valuef fluctuating fiom day to day accoid- 
mg to the fluctuations of the puce oi gold But, Sn, it would beamcie 
misnomei to call such coins money Could the tiansactions of a countiy be 
earned on with coins which to-day might lepiesent 10 lupees and 8 annas, 
to-monow 10 lupees, and the next day 9 rupees and 8 annas, and so on 9 
Tlimk of the inconvenience which would ause fiom such a system and the 
altei cations which would ensue between buyer and sellei as to what the leal 
intimsic value was fiom day to day, oi even fiom houi to hom Again, 
think of the dissatisfaction which would naturally be ielt by any one who, 
having leceived a com of the Government at one late to day, found, when 
]ie lequiied to use it to-monow, that it had fallen m value by* 4 or S annas 
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Su, if tliei e is oue duty moie than anothei which the Government owes to 
the public m respect to its monetaiy anangements, it is that the coins 
which it cuculates with its million ty, shall be of one common and unvaiyum 
value But anothei pioposal has been made with a view of obviatnm' the 
evil of a fluctuating value It has been pioposed that gold coins shall be 
issued lepieseutmg 10 lupees of a eeitam weight and fineness, and that 
i hen value should be fixed by law as a legal tendei foi a given pei lod of 
time say six months oi a yeai, when the exact -value should be le-adiustcd 
accoiding to the maiket value of gold for anothei period of tunc But what 
would be the piactical effect oi such a plan If, after the value was fixed 
gold weie to nsem puce, then there can be no doubt all the gold would 
disappeai fiom cn dilation— if, on tlie othei hand, gold weie to fall m puce 
it would become piofitable to send gold to the Mint to get it coined, and 
with it to pui chase sihei com at a piofii In such case no doubt a 
consideiable quantity of gold would be forced into cn culation But the da\ 
of leckonmg would soon come— the time when a l e-adjustment oi the legal 
tendei value of the com would take place A large quantity of coins which 
had passed as legal tendei for 10 rupees foi a eeitam time would on 
i e-adjustment pass loi 0 lupees 8 annas Who is to bear the loss 1 The 
unfoi tunate lioldeis at the tune the l e-adjustment took place Would this be 
a satisiactoiy aiiangement V My own belief is that m piactice all these 
schemes to make two metals, which aie always less oi moie vaiyuig m puce 
towaids each othei, cnculate m stnct umfoimitv, would entnelj* fail It has 
been tued m Euiope under the most favomable cucumstances, and has 
failed theie I have here a monetaiy convention, which was enteied into m 
1856, between the Austnan Goveinment and all the othei German States, 
with a view to have one unifoim ciment com Evei yone who has travailed 
thiough Geimany is awaie of the gi eat inconvenience wdnch lesultcd fiom 
the vanous coins w Inch weie in cnculation thioughout those States The 
standaid of value m Geimany and the cunent com aie of silvei, as is the 
case in India But some of the parties to the Tieaty, and especially 
the Goveinment of Austna, w'eie anxious to supplement then silvei cunencj 
with gold coins, as has been desned in India The plan foi this puipose 
in o\ ided lor by the Tieaty is similai to that upon wdnch I have just 
commented — it was piovided that gold coins should be issued at a fixed 
valuation wdnch should lemain a legal tendei, and cunent foi six months, 
and should then again be subject to le-adjustment m then cunent value 
according to the maiket pnee of gold , and so on, a new le-adjustment 
taking place eveiy six months The woids of the Tieaty aie — 


Extract from the German Monetary Contention, dated Tanvaiy 24th 1857 
Ai tide XXI paia a — That each State is at libertj to allow tlieir gold coins (Ai tide 
XVIII ) to fie taken at tlien tiensiuies in lfeu of silvei, at a i ate of exchange to be beforehand 
decided, upon , and this at all ticisiuios, and foi all payments oi only paitially, as shall bo 
thought piopei Such pic decided rate of exchange bhnll last at the utmost foi six months, 
and at the close of the last month is to be e ich time 10 considcicd foi the next similai penod 


Well, Sir, when I saw that propositions of a similai chaiactei had been 
made lieie, I wrote to Loid Wodehouse, the Under-Secietaiy of State foi 
Foreign Affans, and begged that lie would ascertain fiom the Austnan 
Ministry what had been the practical effect of that piovision in the Tieaty 
I have just received His Lordship’s reply He encloses a communication 
fiom Loid Augustus Loftus, our Mmistei at "Vienna, of which the following 
aie extiacts — 

Extract from Despatch of Lord A Loftus, No 92, datul Noiemher 8th 1859 
The provisions of tlie comention between Austna and the Zolhenen Stites, affording the 
faculty of supplementing tlieir legal cunencybj the addition of gold coinage, have xiituallj 
been a dead lcttei as rtg.uds Austna 


Undei those circumstances, the piovisions m the monetaiy com ention m question as fat is 
lwaids n 0 ld, haxe nevor been acted on, and veiv little gold compai ativelj has been coined in 
Austna, that metal foi some years past being httie cunent, wd pnncipally confined to the hands 
of money dealers and meich mis, foi the pm pose of making paj ments m foieign pai ts , it. cannot 
tlioicfoic be leckoned an active oi opei atn c poi tion of the specie ciiucncj of the JSmpne 

Sn the expei ience of Germany is not encouraging foi India to rely upon 
impiacticable schemes of this natuie foi the improvement of onr currency 
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But tlieli aiiothei and moie e\tcnsivc change Jias been suggested, and that 
from a quai tei desei vmg of picij consutei ation If lias been said — win not 
change oui standaid of value 9 — w liy not, as m England, adopt a gold 
standaid, snppleinented by silvei tokens of limited tendei us sulioidinate 
coins 9 Sn, if we liad now to begin tic novo, no oue would doubt that that 
would be a much piefeiable plan to that which we now find in use But we 
have to deal until a system alieadv established — a system undei which an 
enonnous amount of obligations, both public and private, has been inclined 
As I have alicady said, tliose obligations m lealitv aie lo paj a gnen 
quantity of silv ei And if we weie now to change oui standaid of value, 
and to adopt gold in place of silvei, because the foimci is becoming cheaper 
m i elation to the lattei, I think no one can doubt th.it we should h\ law be 
enabling even debtoi — the State amongst otlieis — to commit a In each of 
faith upon his cieditoi Let ns beai in mind that a 1 eduction m the pi ice of 
gold of only 5 pei cent w’ould, nuclei such c ncumstances, m eilect iccluce 
the claim ol the holdeis of the public debt of India by no less a sum than 
five milbons stei ling Sir, wcaie bent upon lefoun and economy in e\er\ 
legitimate shape that lies within oni leach, but w< believe that the credit of 
the Government will bo best sustained by the most ligid obsei vance of good 
faith m all its tiansactious 

Then, Sn, liowevei fieewe aie to admit the gieat mcomemence of the 
e\istmg system, we aie unable to look in the dneclion or a gold curiencj foi 
a cui e of its defects But wc think wc can piopose one m e\ei\ inspect 
more effective foi all the objects we have m mow, and one which will stnctlj 
maintain the mtegiity of oui piesent standaid, md which will not expose us 
to the suspicion of tampering w ith the obligations of the State We ha\e 
no doubt that all the objects at which both we and the public aim, will 
be far bettei and moie peifcctlv accomplished by baling recouise to 
a sound, well-iegulated, Papei cuncncy oi geneial application to the 
whole of India, and at all times eisily and leuhh com ei table into the com 
which it lepresents — a Pipei cmrency so well seemed lhat it can sifelv be 
made a legal tendei m all tiansactious thioughout India Sn, on all hands, 
and by all oui most acciechted authonties on Political Eeononn, the 
adoption oi a paper cn dilation so well guauled as alwajs to maintain the 
full value oi the com it lcpiesents, is legaided as one of the highest and 
most beneficial efloi Is of political science and civilisation It en ibles us to 
use as an instrument of cuculation, m place oi the umvieldv and costly coins 
wdnch we do at piesent, a lepi escalation of them whidi costs little or 
nothing, but which m eveiy way is infinitely moie convenient In this way 
it effects a gieat economy of capital by lcleasmg the piecious metals which 
are much moie impeifectly perfoiming the same piu poses Some w liters 
have compared the adoption of a Pipei cuiiency to the discoven in the 
country of new mines, because you do ieally add to the effect i\e wealth of 
the country, to whatovei extent papei icplaces the com m cuculation Adam 
Smith, I think, it is who compaies the economy thus effected to a discoveiy 
by which all your locomotion could be conducted without loads, and by which 
you weie enabled theiefoie to add tho existing loads to the poitionof the 
laud uudei leproductive cultivation The ’ load is an abstiaetion fiom the 
fruitful portion of the soil, hut tho sacuhce is abundantly compensated ioi 
by the additional value which it gives to the lest , so the piecious metals 
used as a cnculatmg medium, jieldmg as it does no mteiest, and being, as 1 
have said, an abstiaetion fiom the lepioductive capital of the countrv, the 
loss of winch, liowevei, like the land used for loads, is compensated for bj 
the gieatei value given to tlie lemamdei But, Si i, if we can to a gieat 
extent, by the use of papei, effect the same object, then we release 'that 
unproductive capital foi otliei pm poses, while we confei a gieatei 
convenience upon the public The meom emence of the piesent monej in 
use is sufficiently familial to eveiy one in pnvite life — the inconvenience to 
those engaged m laige tiansactious, especially out of the 1 Pi esidency. Towns, 
and where there aie no bank notes, is still gieatei In one of tlie lar^e 
Trading Towns in the North-West I found a lemaikahle example oi tins 
inconvenience I found that lecouise had been had foi a cnculatmg 
medium, m oidei to save the' laboui and time of counting laige 'sums m 
rupees, to the use ol mysteiious seated bags said to coiifain a thousand 
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lupees each Thebe bags cnculate freely m wholesale transactions, upon 
the faith the merchants have m each othei, with a “chit” ox lettei of 
mdoisemeut, without always any precise knowledge of what the led 
contents are Sn, when lecomse is had to expedients of this kind we have 
ample piool that some leforin m oui existing system is londly called for 
But, Sn, independent of the great economy of capital which is thus effected 
by a Paper cunency, there will be a fuitkei economy m three other 
impoitant ways— first, we shall find a gieat reduction m the cost of the 
Mint , next, we shall save the wear and tear to 'which the com m circulation 
is exposed, and the great loss which the public incur from hght coins , and, 
lastly, w r e shall, both as a Government and as a community, save not only 
great expense but also gieat usk m the transmission of money from place to 
place— we shall be able to adopt the improved plans of civilised nations m 
place o 1 adhering, as we do to this day, to a practice wdnch had its origin 
long befoie the Chustian era 

But, Sir, a Paper cunency, m order secuiely to cairy out all these 
advantages, and to be a perfect representation of com, must be based upon 
certain well-known and defined principles In order that the paper shall be 
identical m value with the com, it must not only be made convertible m 
theoiy and by regulation, but sufficient secunty must be taken to provide 
foi that com ei lability- at all times By tins means tbe quantity of papei m 
calculation will always be identical m quantity with what it would beweie 
it to continue wholly a metallic cnculation The notes issued would not he 
an addition to, hut a meie substitution of, the silvei corns which they 
displaced It is, Sir, a Papei cuirency upon this sound principle which we 
seek to establish in India— a punciple wdnch has stood the test of expenence 
in otliei counlnes, wheic it has been found equal to the magnitude of the 
hugest trading transactions But m oidei that a Papei cunency shall fulfil 
all the purposes of com it is necessaiy that it should he a legal tendei 
even where, except at the place of its issue, wdieie it is convertible into com, 
and it should nioieovei be received by the Government in payment of 
revenue and foi all otliei pm poses 

Assuming then, Sn, that I have been fortunate enough to cany tbe 
Council thus far w ith me, it w ill now become my duty to state m w bat 
mnnnei the Government is of opinion a Papei currencj, combining all these 
advantages, can best be earned into effect And lieie 1 piopose, for tbe sake 
of clearness, to rlmde oiu plans into five distinct beads — fust, as to the 
agency tlnough wdnch such notes can best he issued, second, as to the 
maunei m winch the nocqssaiy securities can best he taken foi the conditions 
which I have laid down as essential to a well legnlated Papei cuirency, 
thud, as to the functions to be entiusted to the issuing body, fourth, as to 
the denomination of the notes to be issued , and, fifth, as to the secunties to 


he taken against forgeiv 

In the fiist place then, Sir, we aie to considei what will he the best 
agency to use foi the purpose of circulating a Papei cunency Now, let us 
hear m mind that the pioposal is, and we think that essential, that the notes 
to he issued aie to be a legal tender m all transactions between man and 
man, that they aie to he received at eveiy Government Treasury foi all 
demands of the Government for revenue oi other purposes, and that the 
system is to he general, and to extend over the whole of India It is essential 
that w e should beai these conditions m mind Well, m point of practice, 
the issue of papei money has hitherto been usually confined to hanks or to 
Governments I may say most usually to hanks, and theie is no doubt that 
m old countues, wheie the system has long been combined with the 
institutions of tiadc, and wheic the machinery of banks upon a sound basis 
exists and is spi cad all ovei the countiy, they possess considerable facilities 
for exeicising this function But let me lieic remaik that the issue of 
notes does not xrecessanly constitute any pait of the business of a 
banker , who is more properly a dealer m capital, a honower from 
one , man and a lender to another upon higher terms, which forms his 
profit, m shoit, a most useful and beneficial medium, through wdnch the 
spare capital of one portion of the community is rendered profitable m the 
hands of anothei We can have no better pioof of this than the facts that, 
notwithstanding the gieat number of private and joint stock banks m 
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London, none of them (the Bank of England only excepted) do or ever 
did issue notes m Manchestei, one of the laigest ompoinims of tiadc in the 
■vvoild, not one of the Banks (the biancli of the Bank of England excepted) 
issues notes, and by the Ians of ISM and JS 43 all Banking Companies 
established aftei those veais 111111111 the United Kingdom aie dislinctly mtei- 
dicted fiom issuing notes We lequne no furthei jnoof that the issue of 
notes is no neccssaiy pail of a bankei’s business But, Su, theie aie 
peculiaiities m 0111 position 111 India, and in the sjstcm which, on the pait 
of the Goveinnient, 1 am about to piopose, which Mould lender it even more 
difficult than usual to emploj the agency of Banks 111 India In the fust 
place the system is to be mm eisal Eow many veais should wo have to 
wait befoie lie could expect that any Banks, howevei extensile then capital, 
could establish blanches tluoughout the nhole countiy for this pmposc’ 
But, again, eien though that difficulty weie got 01 ei, no haic still another 
nlnch I legal d as insui mountable Om notes aie to be a legal tondei , 
they ate to be leceived by eveiy pnvate peison, as uell as by the Govern- 
ment, in dischaige of all oidmai> claims To att.ich this condition to 0111 
notes, ue must pi ovule absolute and undoubted srauity for then payment, 
not only foi then ultimate pajmenl but foi then convei libilitv into com 
when lequncd Well, S11, if ue employed the agenev of 1 Bank, ue should 
lequne not only a deposit of secmifies which would ensuie the ultimate 
payment of the notes, but also of a pi opei icsene of bullion, to secinc thru 
piompt and immediate payment We could not make them a legal tcndei 
on any otliei conditions Well, but the business of a Bank established upon 
such a scale could not be, and it Mould not be desnable that it should be, 
confined to the issue of notes It Mould extend to all otliei banking busines 4 - 
It would hold deposits, it Mould issue bills of exchange, it Mould discount 
and negotiate mercantile papei m short, it Mould haven gieat vnnety ol 
cieditois otliei than those mIio held its notes Would it then bo piacticable, 
Mould it be fan toMaids the gieat bod} of its cieditois, if so large a shaie oi 
its assets, as I have said, should be set aside as seem lty foi its notes 111 
iavoui of one class of its cieditois, to the possible injtuy of all othei classes ' 
Would it be fan to piotect the note-holdeis at the possible iisk of the 
depositors 9 S11, until one exception, to uhicli I Mill shoitly icfer, I know of 
no Bank uliose issue of notes aie a legal tendei the Banks in Scotland all 
issue notes, but they aie not a legal tendei , the notes of the English and 
lush local Banks aie not a legal tcndei , the notes oi none of the Ameiican 
Banks aie a legal tendei, the notes oven of the Bauk of Fiance are not a 
legal tendei, the notes of the Bank of England only , and this is the 
exception to which I icfeiied, aie a legal tcndei, and this exception i~, 
defended upon the giound that the Legislation has entiiel) sepaiated the 
dopaitment lor the issue of notes iiom the depailment foi geneial banking 
business, and that it has piouded that, 111 the issue dcpaitment, tlieic shall 
at all times be letamed public secumies and bullion to the full amount of 
the notes which, fiom time to tune, it issues Now theie maj be, and 110 
doubt theie is, a question how fai this sepaiation of accounts is leal 01 
nominal, as it aflects the intei ests ol the dilfeient classes of cieditois, but 
piactically, considenng the laige capital oi the Bank of England, upwaids 
of seventeen millions steiliug, including the Rest, and considenng the publicity 
given to all its ti ansactious and its accounts, the question would never arise 
But with anew establishment m India it could not but be othei wise Oil 
eveiy ground, then, while we wish to see banking establishments extended, 
we have come to the conclusion that we cannot avail 0111 selves ol the agencj 
of Banks foi a geneial Indian papei cunency 

But, S11, if theie aie special leasons why Banks in India cannot be used 
foi this puipose, theie aie otlieis as special and pecuhai to India which 
point to the lcmaikable facilities possessed by the Goveinnient foi the issue 
and management of a papei cnculation Tluoughout India m eveiy pail, 
howevei remote, the Government has an oiganised body ol public oihceis, 
of leceipt of revenue on the one hand and of expenditme 011 the otliei’ 
Indeed, it is not too much to say that the gieat lecipients and disburseis of 
money throughout the whole of India aie the levenue and othei officers of 
the Goveinnient The Goveinnient Tieasuiies may be said piactically to 
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lepiesent the great bulk of monetary transactions rn most districts Pracfi 
calh tire transaction* of these Treasuries, and the money that is accented at 
them, must legulate the transactions of India Well, but Sir we have to 
use eveiv possible precaution against abuse of the powei winch’ tire Govern- 
niont wild lia.\ 6 , if it lind sui uuconti oiled (uitlioiity to issue notes If we 
are to make the notes a legal tendei, we must take absolute security not less 
than that I have descnbed foi the safety of those notes We must take care 
that, un dei no circumstance can the Government abuse the privilege of 
making paper money, and by over issues for purposes of expenditure 
endaugei then couveitibility, and thus nm the risk of then depreciation 
We do not (hen piopose that the Go\ eminent itscli, m any of its existing 
departments, shall be empowered to issue notes, but that, by tbe Bill which 
T shall ask leave to mtioduce befote 1 sit down, a Commission shall be 
foimed, whose duties shall be strictly defined by law, ovei whom the 
Government shall have nopowei except within the limits of the Act, and 
who shall be bound upon oath to obey the provisions of the Act Sn, in this 
we aim at no novelty In this and all om measures we aicnot ambitious 
of being regal dec! as ingenious mventois , we aie content to accept the moie 
humble, but by far the safer function of applying, m the most approved mannei 
to the cueumstanoes ol India, those gienl pi maples ol sound science and 
its practice which long yeais of discussion and experience have proved 
m advanced countries to be compatible with public interests and public 
secunty vSn.as neailv as possible, we take the issue department of the 
Bank oi England as om model, but we take it undei most favourable 
circumstances, being slapped of its only objectionable fcatmo, its connection 
with the banking department 

Tins, then, bangs me to the second point The mannei m which 
vecunty shall be taken foi the perfoimance of the conditions which we 
legaul as essential to a paper cncul.ition, which is a legal tender, and, 
together with this, wc may, to save time, consul ei also the thud head, that 
is, the functions of those who will be enti listed with the issuing of the notes 
Sn, foi this pm pose we piopose to divide the thiee Piesidencies into (on- 
venieut districts, to be called Cuncna / Cndcs Om object will be so to 
arrange these circles th.it the chief station of one of the existing distncts 
foi in venue pui poses will be neai to its centie In connection with the Hint 
at Calcutta will be the head establishment, wlieie the notes toi the whole ol 
India will be made, undei the dnect supeimteudence oi the Head Com- 
missionci In loimection with the Abuts at Madias and Bombay, tlioie will 
also lu established Commissioners, in wIiosp chaige the ciiculation of those 
Presidencies will be placed, and who will be supplied with notes I10111 
Calcutta But foi the stlhe of clearness 1 will confine my observations now 
to this Piesidoncy The local circles having been determined and lixpd, 
the chief station within it, whine we should find the pi mcipal Tieasmy of the 
distuct, which would also be a Alihtary Station, and at which a considerable 
European population would he found, such a place for example as Benaies, 
or Allahabad, or Lahoie, would he fixed upon as the station ioi tire Blanch 
Department of Issue, undei the control of a Deputy Cunency Commissioner 
The functions of the Commissioner m Calcutta and ol the Deputy Com- 
missionei at the local blanches, so iai as legauls the issue of notes, would 
be precisely those of the Issue Department of the Bank of England They 
would receive com and silver in exchange Ioi notes, and they would always 
be pieparpd to pay com m redemption oi the notes of their district Tin 
notes, like those oi the Bank of England, would be ol similar appearance 
iorafl India, but the notes oi eveiy Blanch would beai upon its lace the 
name of the Biauch at which it is issued All Biaucli notes will be payable 
m silver at the Branches iiom which they aio issued, and also m the 
Presidency Towns to which the Blanch belongs, whether Calcutta, Bombay 
or Madras' The notes will be received into every Treasury m the cncle m 
which they are issued m payment of revenue and of all other claims of 
Government But there would be no more connection between the Govern- 
ment Treasunes and the Issue departments than with pnvate Banks In 
ihefnst instance, the Government Treasuries would exchange such pail oi 
their silver as they dcsiied lor notes the Issue department would receive 
v B b 
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the com and the Tieasunes the notes lepiesentmg it, for circulation^ 
Bankers and others lequirmg notes for the puipose of trade would obtain 
them in exchange for silver, and m the seapoits, meifchanfs impoitmg 
silvei would carry it to the Issue department, and at a fixed late would at 
once receive notes for the full amount m place of waiting; as they do at 
piesent, till it is coined , thus giving them the same advantage that the 
impoitei of bullion has m London in canying Ins bullion to the Bank of 
England, and of receiving its own notes m exchange, which aie conveitible 
into com, and can at once be used for all tiade pm poses Now, accoiding 
to this plan, it will be plain that the Issue depaitmcnts, neithei m Calcutta, 
noi m the disti icts, can ever have m cnculalion a laigei amount of notes 
than they possess com to lepiesent , but inasmuch as a laiger pioportion of 
the notes thus cuculated will remain out, and at any time only a small 
piopoition can ever be presented foi payment, each Branch and each chief 
department of issue will be peimitted to invest a portion, in no ease 
exceeding tivo-thnds, m Government paper, which will be held by the Issue 
department, specifically appiopnated to the payment of the notes, and the 
remainder, not less than one-tin rd, will be held in bullion, leady to meet 
the claims of those who wish to exchange then notes foi coin The 
necessary balance of com at all the blanches will be kept up, if needful, by 
supplies from the head departments rn the Presidency Towns The circu- 
lation of the Bank of England is usuallj about twenty -one millions, which is 
represented by foui teen millions of public securities, and the remainder in 
bullion By these means, Sir, we should give 1o the couiiti \ all the 
convenience to be denied lrom a Papei currency We should effectual!) 
piovide at all tunes ioi its absolute sei untv and for its instant convertibility 
The Issue department would always be possessed of bullion and public 
securities together to the full extent oi the notes issued be the amount 
ever so gieat, the principle would be so sound that no othci limit need he 
placed upon the action of the department The legitimate demands of 
trade alone would deteinnne the amount of the circulation, without any 
interference on the pait ol the Government to attempt to regulate it Such 
a mixed cmiencv of papei and com would exactly correspond with that 
wdnch, under piesent cucumstances, would exist, if we continued to 
cnculate com only, and that, Sir, is on all hands admitted to be the tine test 
of a sound curiencv These, Sir, are the functions which the Issue 
depaitments will pefoim, and those the securities which we propose to take 
for the peifoimance of the conditions which I have described as being 
essential to a sound Papei cuneuev, and we have no doubt they will be 
considered as ample foi the puipose And, Sn, it will be obvious that bv 
this means a laige profit will accrue to the Government The Commis- 
sioner of the Issue depaitment will leceivp the dividends due upon the 
stock which they hold, wdnch thev will pav into the public Tieasury as the 
piofits oi the note cnculation but the Government will be benefited m 
anothei form, it is impossible that so laige an amount of public secuiities 
can he taken out of the maiket without raising their price, and propor- 
tionately m a most legitimate way improving the ciedit of the State The 
practical effect of these measuies will indeed be the ledemption of so much 
of the public debt as shall be thus held by the Commissioners of the Issue 
department of the Government 

Then, S 11 , we have next to consider what ought to be the denomination 
of the notes so issued 9 This is a subject upon winch much diffeience 
exists both m opinion and m piactice, and it will be obvious that it can onlv 
be properly determined by a lefeience to the charactei of the transactions 
of a nation, whethei as a lule they lepiesent very small and minute sums, 
or whethei they represent generally laigei sums In England the lowest 
denomination of notes is 51 , m Scotland and m Ii eland it is 11 , in Fiance 
it is 100 francs , m the United States it is one dollar or about 4s, 2d , m 
some of the North American Colonies one dollai notes fieely circulate , 
throughout Germany the thaler note, of value; little more than 3s , is the 
most common cnculation , m Mauiitius the circulation consists of notes of 
5 rupees or 10s and upwards , m Ceylon the notes are of 10s and upwards, 
formerly they were of os , and by a leport on the subject wdnch I recently 
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i ec&n od from the able and accomplished Governoi of that Colonv Sir Henrv 
'' aic \’ a PP eais taat t ^ ie suppi ession ol notes of that denomination had been 
attended with inconvenience to the planters and others, oi which complaint 
had been made But fiom what 1 have alieadv said, it will be apparent 
that, as a mattei of secuiitj, it is much moie impoitant that the cnculation 
should be based upon a leally sound pnnciple, than in any way unduly 
xestncted m the denomination of the notes It must be plain that a 
principle w Inch makes notes of a laige denomination sale and secure must 
equally extend to those of a lowei denomination And, Sir, there will be a 
peculiai somce ol absolute security m lespect to the papei circulation oi 
India, which attaches to peihaps no othei Bank of Issue m the world In 
all othei cases w ith w Inch I am acquainted, notes are issued to the public m 
the shape oi loans, in discount of bills, and as advances m various forms 
Now it may be said, and tiulj, that even if issued for those purposes, they 
could not iPinain out m excess oi the public requnements so long as they 
tre convertible at the pleasuie oi the holdei into coin This is a point upon 
which the gieat majority of practical authorities may be said to be now 
agioed To believe that convcitible notes can continue m cnculation in 
excess, is to contend that a note that can be easily and instantly exchanged 
foi com can be depieciated, because the only pioot that I know oi an excess 
of cnculation is depicciation of the notes in 1 elation to the com it repiesents 
Now no one J think will contend that any man haung a note in Ins 
possession which did not command the same exchangeable value as the com 
it lepiesents, and having it m his powei to exchange that note for the com, 
would fail to collect the anomaly bv that means But there have been those 
who have thought diffeicnth, and even to those I would say that the issue 
of notes upon the pimciple we pioposo cannot possiblv he attended with any 
suchnsk Sn, our notes will be purely bullion notes, they will be issued 
only in exchange foi bullion tlicie will be no issues as credit advances in 
am shape whatcvei That is the legitimate business of Banks It is ours 
to fiunish a cut ulating medium — it is thens to use it m all the variety oi 
fonns which credit tiansactious assume In our case we are absolutely 
restnctcd, and by foice oi a gieat and obvious pnnciple we maintain intact 
the full intnnsK value of the cmrency — in tlieus, they aie governed by the 
oulinarv pnnuples which govern all conuneicial tiansactious Well, Sir, 
these me not unimportant considerations, when we aie deteimming the 
denomination of the notes to be issued But the main consideiation, altei 
we have detei mined upon a sound self-acting pnnciple, is the chaiactei of 
the tiansactious of the country and the denominations of the com in use It 
is the imperative duty, it is the interest of a Government, to furnish a 
circulating medium foi exchanges detennmed m amount bv the wants of 
the community Well, the gieat chaiactenstic of Indian transactions is their 
numbet and then multiplicity And, then, ii we beai m mind that the 
highest denomination of com m cnculation is one of only a single rupee or 
two shilling-,, while in England the common com is one of twenty shillings, 
it would appeal that we should bo justified m adopting the old piactice in 
Ce>lon and the picsent piactice m many countnes, and adopt notes of a 
denomination .is low as two or two and a half lupees But, Sn, we do not 
propose to go so low — we pioposo to begin with five mpees oi ten shillings, 
adopting the limit at tins time actually in practice m C’eylon and Mauntius , 
and beginning with that denomination, to have others of ten, hventy, Jifty, 
one hunched, jive hunched, and one thousand .Rupees, which latter I hope 
will take the place of the mysterious sealed bags which circulate at 

Mn/apoie^ esseut , ia l (, 0 the plan to have notes of a small 

denomination, in older to furnish change ioi the notes of larger amount, 
which will be extensively used as an easy mode oi lemittance from one pait 
of a distnet to an othei As I have said befoie, these notes will be payable 
in com at the central offices of the distnet fiom whence they aie issued, and 
they will be all payable as well m Calcutta, Bombay, or Madias, as the case 
may be They will be receivable m every Government Treasury within the 
circle m payment of levenue oi any other claims of the Government whatt 
(wci And I cannot help believing that such a system of currency will 
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piove of an immense comenience, compaiecl w it.li the present eumbioiif) 
system oi conducting all oui transactions, howcvei laige, in two-shilling 
silvei pieces 

Well, then, Sn, the fifth and last head is, v hat piecautions ve .ire 
prepared to take against foi geiv ? and I think we shall ho aide to satisfy 
you that we have not only not been unnnndlul ot that impoitant point, but 
that we have alieady taken measmes and that successfully, which will give 
us even seciuity that it is possible to ittam on this held But lieie 1 would 
romaik upon a point which 1 think has been too much ov pi looked m 
connexion with the lelative lisle which exists between a cuiieni} ol com and 
one of papei We must beai in mmd that com can be countei foiled w bile 
notes can be forged Two yeais ago, I moved ioi a letum in Paihament oi 
the liumbei oi piosecutions which had taken place m England, Scotland, and 
Ii eland, dining the ten piecechng }cais, m connexion with the making 1 and 
utteimg of base coin, and m connexion with the loigmg and nttciing of 
lorged notes I hold that letuin in my hand The result is that m England 
and Wales, dming the ten jeais, the cases ol ptosecntion in iol.it ion to 
coins numbeied nofewei than G,2')l, while the numbei of prosecutions in 
connexion with foiged notes weie onlv 1,866 Again, m Scotland, .md lien* 
let it he boino in mind that the denomination ol the notes in circulation is 
as low as one pomul, and wlicie the c n dilation consists almost exclusive!} of 
papei, the numbei oi <ases of piosecution in connexion with base com was 
o70, while the numbei in connexion with foiged notes was onlv J Again, 
m Ii eland, wlieie thelowei denomination of notes also pievail, the numbei 
of eases ol prosecution in connexion with coinage was 138, while in 
connexion with foiged notes they weio onlv 11 In the whole of the United 
Kingdom, the piosecutions m i elation to base coins w ei o 7,10!) foi the ten 
yeais, while those m connexion with ioiged notes weie onlv 1,011 I tlnuk 
these i etui ns conclusive] v show that the nsk of counterfeit winch attends 
any system olcmiency is b\ no means confined to Bank Kotos I believe 1 
am light m saving tint the attempts at coimteifeitnig coins m India aie 
veiy lare and that piosecutions in i elation to such dimes ,ne not of ficqucnt 
occimence Ko doubt the complicated machineiv requned foi coining, and 
the gieat cost and skill uece&saiy to make it, and the laieness ot skilled 
artificeis to vvoik it, mav be said to be one of the leasons why this class of 
ciimes does not prevail in India— foi we must beai in mind that it lequue® 
a large outlav ot capit il, and a laige employment of the most ingenious skill 
(which so much abounds in England), to manufaclme even counteileit coins 
But, Sn, if tint, difficult} has hitheito shielded the Indian publu horn the 
dangeis of a base coinage, I think I shall be able to show that the steps we 
have taken will be even inoie peifect foi shielding it fiom the evils of Ioiged 
notes Sn, we know well how expeit some of the people m the East aie m 
mutating hand-wilt mg I have beai d of a case in which one of vonr pre- 
decessois, >Sn — a ioimei Chief Justice of Calcutta — v\as deceived on the 
Bench by the pioduction of a document pmpoitmg to beai his own signatuie, 
and which tinned out to be foiged We all know, too, the numbei ol lorged 
documents which aie used in om Couits of law — an evil so common, that the 
Uonoiable Membei loi Madias has submitted to us a Bill, the avowed object 
oi which is to check these pioceedmgs But be it obsoned that all these 
attempts aie made m connexion with the hand-wntmg I have not heaid ot 
a case wlieie an attempt has been made to foi go the stamp to a document 
Sn, our precautions will consist altogethei of those ol a mechanical cliaractei 
embracing the use of machmeiy aud scientific operations of the most lefined 
chaiactei, but at the same time plain and palpable to the eve of the 
commonest observei Sn, as soon as I had accepted Ilei Majesty’s giacious 
appointment to the lespousible office I now fill, mj attention was at once 
turned to this most obvious lefoim m oui Indian administration I imme- 
diately put myself m communication with the Govemoi and Deputy Governor 
of the Bank of England, and the able and intelligent mechanical officeis who 
have the sole management of the manufactuie of the notes And, Sir, on 
the pait of the Government of India I must heie tender to those distinguished 
iunctionaues, and to their accomplished officeis, our best thanks foi the very 
effective aid which, as I shall immediate!} show you, they alieady have, and 
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ilfe piepared still fiutkei to extend to ns m this verj nnpoi taut, mattei, Sn 
it is no s ight advantage in stalling a netv careei in a matter of this nnpoi tant 
kind, to have behind us the aid and suppolt of an expel lence m the most 
civilised country m the woild of nearly two centuries If there is one thing 
moie than anothei with legard to which the British Pailiament has at all 
timeb, been ungrudging, it has been m extending to trade all the legitimate 
piotection against baud within its powei , and to the Bank of England, as 
being the duel lssuei of papei mono}, it lias extended eveij possible secunty 
against ioi gen It has, in law, gnen to that coipoiation the sole light to 
use papei mauufactuied m a particulai waj, and to use pnntmg of a 
pai ticulai kind But it is not so much on legal icsti lotions of this kind that 
the Bank of England idles It is not upon the wilting 01 pimtiug of notes, 
ioi aitei the expei lence of mam jeais, it lias become a settled pnnciple ni 
the Bank of England, that the plainest and simplest fonn of notes is the one 
in which foigeij is most easilv defected, and that elaboiate notes aie most 
easily imitated What the Bank of England chiefly relies upon foi its 
piotection is the papei which it uses, and the water-maiks with which the 
paper is made The papei is onh made b\ one house, which is bound to 
supplj the Bank of England alone, and admit no stiangei to entei the 
pianists Well, Sn, whafevei advantages the Bank of England enjovs 
undei Act« ol Pailiament, 01 m the exclusive manulactuio of papei, 01 in the 
monopoly of those watei-maiks, the Dncctois h.ive geneiously consented to 
extend to the Gov eminent of India Tliej have gone fui tlier, and pending 
oui preparations m India, they have consented to make notes for us Sir, I 
hold in im hand a specimen note foi ten ltipees, which 1 lecened itom the 
Governor of the Bank bj a lecent Alail the paper of which contains watei- 
maiks similar to the notes of the Bank of England, with the vanation only 
ol the words This specimen has m the watei-maik the words “ Government 
of In ha ’ dong the top of the papei The woid “Ten ” in the centie, and 
the woid “ Rupees ’ below Sn, that which the mechanical skill of England 
has pioved unable smcessiully to imitate, we may lest satisfied will be 


seemed hom counteiieit in India , and the gieat advantage lieie is that the 
water-maik, as a test of a genuine note, is plain and visible to the eye of the 
most unletteied person As a pi oof of the great perfection which the system 
has leached m the Bank of England, I may mention a very sti iking fact. It 
will have been obseived that each Bank of England nolo has nisei ibed a 
number with two capital letters attached If that numbei, with the two 
letteio, were cut out of a note and all the lest of it destroyed, so peifect m 
the system, that on piesenting that small lemnant ol the note, the Bank 
wmuld be able to say whether the note has been paid 01 not, what the amount 
of the note w as, and the date and place of its issue — and upon this relict 
alone they would he content to pay the note, of course taking secunty that 
the remainder would not be presented Sn, it is with all the advantages of 
a system so peifected, and with the heartv aid and co-opeiation of the 
Directors of the Bank of England, that we shall mtioduce the sjstem oi a 
Papei cm icncy into India 1 may lieie add that the denomination oi each 
note will appeal on the face of it, not only m English, but also in the two 
languages most in use b> diiierent classes m the distucts where they will 
circulate In addition to these secunties, the Bill which I now ask to 
mtioduce will contain piovisions snnilai to those of the English law, Ioi the 


punishment of those who may attempt fiaudulent imitations 

Sn, I have now, I fear at much too great a length, but it was needful 
that I should make mysell clear upon a subject with lespect to which any 
misappiehension might pi ove very prejudicial, explained the bioad outlines 
of oui measure we propose to have a paper note cncnlation of denomina- 
tions, varying Horn five rupees up to one thousand rupees, to be issued at 
the Presidency Towns and at the centres of circles oi distucts mapped out 
for this purpose, that they shall be payable m com at the centie wheie 
they are issued and m the Presidency Towns to w'hich the cn cle belongs , 
that they shall be receivable by the Government for all claims of wliatevei 
kind , that they shall be a legal tender betw een man and man in the settle- 
ment of every claim , that they shall be issued only in exchange foi com oi 
bullion , that a certain fixed proportion of bullion and com shall always be 
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Ivept in. hand to secure the convei (ability of the notes , and that public 
securities shall be held in the Issue department foi the full amount of the 
difference 

But, Sir, theie is one very important point to which I must now lefei 
We have at the piesent tune thiee Banking Coipoiations m India, in 
each of which the Government may be said to be a paitnei The Govern- 
ment hold shares m each, and is fully i epresented m the Direction Those 
corporations issue notes, but they are not a legal tendei, nor do they circulate 
much beyond the Piesidency Towns, nor aie they leceived without limit into 
the Government Treasmies Now, Sn, eien if it veie desirable, it must be 
plain that such notes could not cnculate along with the Government notes, 
which I have described as a legal tender The Chaiter under which these 
lespectable Banks exist are subject to revision at any time on twelve months’ 
notice being gn en It must be plain that such a sy r stem as I have very 
inadequately attempted to descube should be geneial and universal over 
India to secure all the advantages which it is calculated to confer Sir, then 
we ha\ e decided to give the necessary notice to enable us to modify those 
Charters But I must here say that the Government feel that those Banks 
ha\e confened a gieat benefit upon India, and that they will deserve every 
consideration consistent with the public interest at our hands, and I trust 
that we may fall upon some plan which, w ithout involving any sacrifice on 
the part of the public may compensate, at least m some degiee, those Banks 
for the privilege which they have so long enjoyed, and which I haie never 
heard them accused of abusing Sn , I think w e shall find when we come 
to look at those Charters that they unnecessanly lestnct their operations, 
and that w e may also find that we may confei upon them new functions 
equally for the benefit of themselves and the State In coniernng 
advantages upon the public it is oui desire to deal as tenderly with pm ate 
intei est as is consistent with the great objects we have m view 

Sir, m the earlv part of my obseivations I lefei led to the fact that the 
piecious metals, to whatever extent they are employed foi the mere purpose 
of com m ciiculation, aie really an abstraction to that extent fiom theieal 
reproductive capital of the countiy, and I wash now to show 7 m what way the 
measure wduch we piopose will opeiate in lestormg this capital to 
reproductive channels Independent of all the advantages which will 
acciue to the countiy by the adoption of a sound Papei cuirency, that which 
I am about to describe is most important, if not the most important of all, 
how ever less apparent it may be at fii st sight 1 have already shown you 
by what process the Government w ould become possessed of a large share 
of the securities representing the debt of the State, by employing a portion 
of this com, withdiawn fiom ciiculation and leplaced by notes, m the 
pui chase of such securities But, Sn, it will be plain that to whatevei 
extent the Currency Commissioners become pui chasei s of public stock there 
must be sellers to the same extent, to wdiorn the surplus com w ould be paid 
Those persons would not permit their capital so relieved iiom one investment 
to i emam idle, but would naturally seek other profitable modes of usmg it 
To this extent capital w ould be moi e abundant, competition for its employ- 
ment would be greater, and the tendency 7 w'ould be, to use a famihai phrase, 
for money to become cheaper No doubt the first tendency would also be 
for silver to fall m price as it became released fiom the circulation, the first 
effect of which would be to lead to its exportation to any countiy where the 
mei chant found it would yield a profit, and by 7 this operation the equilibrium 
of value w r ould be instantly lestored In shoit, to abstiact so much com 
fiom the mere mechanical purpose of the circulation, supplying its place 
wutli com ertible paper, would be exactly the same m effect, as if suddenly, 
m the centre of the Midan, a rich silver mine had been discovered, and 
which produced silver at little or no cost The first operation would be to 
lead to an expoit of that silver m exchange for articles of various 
descriptions which were leally m demand, and by w*hich means to the f ull 
extent the real wealth of the country 7 and the aggregate amount of its 
reproductive capital would be increased Mi Ricardo, m his able pamphlet 
upon “ The High Puce of Bullion,” published m 1811, has so admirably 
illustrated this point, that I trust you will permit' me to' read an 1 extract 
from it — " ' 
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Extract from th< work* of I) Ricardo Etq “ The High Price of Bullion 

If i mine of gold woil dii,co\eietl in eitkei 6f those countaies, the cmrencj of tint 
count) y would bo lowered m \ tluc, m consequence of the increased quantity of the lneuous 
metals hi ought into urcnUtion, and would theiefoie no longer he of the same i nine as that 
of otliei countnes Gold and sihci, whetliei m com 01 m bullion, obeying the law which 
legulates nil otliei commodities, would immediately become ai tides of expoi tation , the-y 
would lone the countiy wlioie they weie cheap foi those countries wlieie they weie deir and 
would continue to do so as long as the mine should piovc pioductne, md till the piopoition 
existing between capital and money in eicli conntiy hefoie tho discoveiy of the mine weie 
again established, and gold and sihci restoied evorvwlieie to one value In return foi the 
gold evpoi ted, commodities would bo lmpoitod, and though wliat is usually teimed the 
balmco of trulo would be ngunst tho countiy expoi ting money or bullion it would be eyident 
that she was cany mg on a most iul\ ivntageous trade, expoit mg tint which was in no way 
useful to hei, foi commodities which might be employed m the extension of her manufactures 
md tho increase of lici we ilth 

If, instead ,of a mine being discoieud m ni y conntry a Bank weie established, such as 
tin Bmk of Engl md, with thcpowci of lssuimr its notes foi a cn cnlatmg medium after i 
laige imount lmd been issued oithei by way of loans to nun chants 01 by odiances to 
Goieinmout, theicbi aiding tonsidei ihly to tho sum of the cunency The same effect would 
follow is in the cist of tlu mine The cn cnlatmg medium would be lowcied m \ slue, arid 
goods would experience a pioportionntc use The equilibiinm between that and other nations 
would only lie lcstoied by the evpoi tation of ptrt of the com 

Tilt establishment of flit B mk, and the consequent issm of its notes as well is the 
(list every of tho mine, opei ito as m inducement to the exportation eitliei of bullion 01 oi com 
md in o bentOcml onh in as fai as that object may ho iccomplished The Bank substitutes a 
cmicncy of no y tint foi one most costly, mil on ibles ns to turn the precious metals (which 
though a yciy lieeess ny pait of oui capit il, yield no leyenuo) into a capital which will yield 
one Di A Smith compares the adiantages attending f lie establishment of a Bank to those 
which would he obtained by cony citing oui highways into pastuies and cornfields, and 
piocunng a toad tlnongh tho an The highways, like the com, aie highly useful but neither 
neltl any leycinu Some people might he alarmed at tho specie leering tie countiy, and 
imcrhf considei that as a disitli intageous trade winch ltqimod ns to pait with it , indeed the 
law so consider if by its enactments igninst the expoi tation of specie, but i reiv little 
l-eflcttion will comma us that it is oui choice and not oui necessity that sends it ibroad, md 
(hit it is highly benofici il to us to exchange that commodity which is superfluous foi others 
which may be made piodnctne Tho expoi tation of tho specie ni ly at all times he safely left 
to tlie disciction of indiy iduals it will not he expoited moio than any otliei commoditi 
unit ss its expoit it ion should be ul\ intngi ous to the conntiy If it lie idyant igoons to 
expoi t it no lawn can effectually pierent its expoit turn Happily in this case, is well is 
in most otliei a m eoinmt ret wliero there is fico competition the interests of the lndnidnal 
tnd that of the community are noioi it ran mcc 

Sir, it lb bv tins process that the capital, yyhich is nou unprofitably 
om ployed in tins countiy to a great, and I will add so lapidly an increasing 
extent, will be by tbe most legitimate means leleased and restoied to the 
channel of icproductive uses I may T be asked to yydiat extent yye expect by 
this means to economise capital 9 Sir, that is a point upon which I am not 
prepared to ha7ard a speculation , but if yye take into account the fact 
that in the last t,yy entj -four ycais sib er, to the extent of one hundred 
crores of rupees, or one hundred milbons oi pounds steihng, has been 
coined, and that the demand foi com has mci eased so lapidly, that in the 
1 ist four jeais silver, at the rate of neaily tuebe crores of rupees, or twelve 
millions of pounds sterling, has annually been coined, we must amve at the 
conclusion that ultimately the amount yvill be yeiy laige No doubt the 
mtioductiou of the system must be slow and giadual at fust — the time 
icquired to establish the necessary macluneiy and appbances yy ill lead to 
this — but I regard this limit upon oui efforts latliei as an. advantage than 
otherwise, because it will afford time for people to become familiar with the 
system before it assumes laige dimensions Our attention will be first 
dn ected to tbe Presidency toyyms from yy Inch the system will be giadually 
extended into tbe Mofussil until it has peimeated over the yydiole of India 

Beiore I conclude there are tlnee sublets of a someyybat kindied 
character to yvluch I u ould yy ish shortly to lefer Tbe first lias leference 
to a question which has been much discussed by capitalists m England as 
yvell as m India I refer to the pioposals yyduch have been made for the 
purpose of establishing upon a large scale, and yy ith an adequate capital, 
a national Banking establishment capable of giadually embiaciug the great 
Banking operations m India, and of extending its Branches to the interior 
trading cities as opportunity might offei That there is a growing yvant for 
such an institution and a rapidly increasing field for its operations no one 
can doubt The Government is, therefoie, desirous to be understood that 

* Bagts 1 -fa of flit Fourth Edition, publihliotl bj Mi lolm Murriy 1 S 1 I 
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kept in hand to sectue the convei tibilitv of the notes, and that public 
securities shall lie held m the Issue department loi the full amount of the 
difference 

But, Sir, theie is one veiy lmpoi tant point to which I must now icfei 
We have at the piesent tune tluee Banking Coipoiations m India, m 
each of which the Got eminent may be said to be a pntriei The Govern- 
ment hold sliaies in each, and is full} represented m the Duett ion Those 
coipoiations issue notes, but the\ arc not a legal tcndei, noi do they cn culate 
much be}ond the Piesidency Towns, nor aie the\ icteived without limit into 
the Government Treasuries Now, Sn, men if it weie desnahle, it must be 
plain that such notes could not cn culate along with the Government notes, 
which I base described as a legal tendci The (Thai ter undci winch these 
respectable Banks exist aie subject to rmision at am time on twelve months’ 
notice being given It must he plain that mk h a s}stem as J have \ery 
inadequately attempted to desenbe should he genet al and universal on or 
India to secuie all the advantages which it is calculated to confer Sir, then 
wc have decided to give the neeessaiv notice to enable us to modify those 
Chatters But 1 must licie sav that the Government feel that those Banks 
have confcired a great benefit upon India, and that they will deserve everv 
consideiation consistent with the public interest at our bands, and I trust 
that we may fall upon some plan winch, without involving any sauifice on 
the part of the public mi} compensate, it least in some degiec, those Banks 
for the puvilege which they have so long enjoved, and which I have never 
lieaid them accused of abusing Sir, I think we “dull find when wo come 
to look at those Chatters that thev unnccessanlv lestnct their opriations, 
and that we maj also find that we may confer upon them new functions 
equall} for the benefit of themselves and the State In conferring 
advantages upon the public it is oui dcstic to deal as tondcil} with pnv ite 
inteiest as is consistent with the great objects we have m view 

Sir, m the earlv part of nn ohseivations I lcfeired to the fact that the 
precious metals, to wliatevci extent thev are emplcned foi the meiepurpv.se 
of com in circulation aie 1 calls an abstraction to that extent from the i cal 
icpioductivc capital of the countrv, and I wish now to show in what wav the 
measure which wc juojiosc will opoiate in icstormg this capital to 
reproductive channels Independent ol all the advantages which will 
acciue to the counti} b} the adoption of a sound Paper cuircnm, that which 
I am about to describe is most linpoi taut, if not the most important of all, 
however less apparent it mav he at fust sight 1 have alrcadv shown vou 
b} w hat process the Government would become possessed of a large share 
of the secunties lepresentmg the debt of the State, b} employing a poition 
of this com, withdrawn flora cnculation and icphued bv notes, in the 
puichase of such securities But, Sn, it will be plain that to whatever 
extent the Currenc} Commissioners become pui chisel" of jnibhc stock there 
must be sellers to the same extent, to whom the smplus com would be paid 
Those persons would not permit their capital so leheved iiom one investment 
to lemam idle, but would natuially seek othoi profitable modes of using it 
To this extent capital would he moie abundant, competition for its employ- 
ment would be greater, and the tendency would be, to use a familial phiase, 
for money to become cheaper No doubt the lust lendenc} would also be 
for silvei to fall m price as it became leleased fiom the circulation, the first 
effect of which would be to lead to its exportation to an} country whole the 
mci chant found it w r ould yield a profit, and by this opciation the equilibrium 
of value would be instantly lestored In slioit, to abstiact so much com 
fiom the mere mechanical purpose of the circulation, supplying its place 
with convertible paper, would be exactly the same m cllect, as if suddenl} , 
in the centre of the Midan, a rich sihei mine had been discovered, and 
winch produced silver at little or no cost The fast operation would be to 
lead to an expoit of that silver m exchange for ai tides of various 
descriptions which were leally in demand, and by which means to the full 
extent the real wealth of the countrv and the aggregate amount of its 
reproductive capital would be increased Mr Ricardo, m Lis able pamphlet 
upon “ The High Puce of Bullion,” published m 1811, has so adorn ably 
illustrated this point, that I trust }ou‘wil] permit me to read an' extract 
from it — 
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Ertract from the uorKz of I) Ruardo , Euj “ The High Price of Bullion ” 5 

If a mine of gold were. discoxoitd m oithei 6f tliebe conntiios, the. cimene) of that 
countij would be lowered in x nine, m consequence of tlie increased quantity of tlie pieuous 
met ik biought into cumulation, imd would thmofoie no longoi lie of tlio same x alim is tlmt 
of otliei countues Gold nnd ailxei, whctlioi m com 01 m bullion, obe) mg the lip -svbieh 
leirulites ill otliei commodities, would linmediiitelj become uticlos of expoitation, tliex 
would left\c the countn whoio the) weie cheep foi those countues wliete tbe-y weic dear and 
would continue to do so ns long ns the mine should piove piodnctne, and till the propoltion 
existing between capital and mono) in each country bofoic the discovei) of the mine weie 
again established, md gold and silxei rostoied exerywlioio to one value In i etui n for the 
gold expoited, commodities would be imported, ind though what is usual!) teimed the 
balance of tiado would be igainst the count!) oxpoitmg moue) or bullion it would be evident 
that slio was can)itig on a most ach mtageous trade, expoiting that which was in no wax 
useful to hci, foi commodities which might be emploxed in the extension of her manufactuies 
and the inciense of her wealth 

If, instead .of a mine being diseoicied man counti),a Bank weie established, such as 
the Bmk of England, with thcpowei of issuing its notes foi a enculating medium, after a 
laigc amount hid been issued oithei b\ wa) of loans to moi chants 01 bx id canoes to 
Goi eminent, tlieiob) iddmg eonsidci able to the sum of the eunene) The same effect would 
follow ns in the case of the mine The ciicnluting medium would be lowered in value, and 
goods would expel lento n piopoitionnt c rise The equilibiinm between tli it md other nations 
would onl\ he lestoicd In the exportation of put of the com 

The establishment of the Bank, and the consequent issue of its notes is well is the 
discolor) of the mine,opciate as nn inducement to the exportation oithei of bullion or of com, 
md ue bencfici il onh in as fai ns that object may be accomplished The B ink substitutes i 
t ill icncc of no xalue foi ono mostcosth, and enables ns to turn tlie piecious metals (which 
though a x en nee css ii) pirt of 0111 capit il, ) lold no lexenue) into a capital winch wall )ield ' 
one Hi A Smith compaies the adumtages attending the establishment of a Bank to those 
which xxoulel be obtained by conveitmg om liighwti)s into pistuies and comhelds, and 
procnnng a load tluougli the an The lnghw a) s, like the com, aie highlx useful, hut ueithei 
xii hi ni) voxenuo Some people might be alarmed at tlio specie lonxing tlie counti) md 
might considci that is n disidxiiutngeoux trade which leepmeel us to pul with it , indeed the 
1 iw so consideis it be its enactments against the expoitution of specie, but i \ei> little 
lcfleetion will com nice us that it is om choice nnd not om necessit) tint sends it ubioul, md 
that it is highlx benelicnl to us to exchange tlint comniodit\ which is superfluous foi others 
which mat be made prodnetne Tlio expoitation of the specie inn) at all times ho safelx left 
to the eliaci of ion of melmdnals , it will not he expoited mine thin am otliei commoilitx 
unless its exportation should he idumtnge oils to the counti \ If it be idmut igeous to 
expent if no laws can tffecfinllt pioient its export it ion TJappil\ in this cise, is well is 
inmost otlicis in eomtneico wliero theio is fioo i ompetition the interests of the individual 
mil that of the commumt) aie never it x nuance 

Sir, it is bv this, process that the capital, which is now unprofitablv 
employed m this country to a great, and I will add so lapidly an increasing 
extent, will be In the most legitimate means lelcased and restored to the 
channel ol roprodnctix e uses I may bo asked to what extent w e expect by 
this means to economise capital ? Sir, that is a point upon which I am not 
prepared to hazard a speculation, but if ue take into account the fact 
that in the last twenty-four years silxei, to the extent of one hundred 
croies of rupees, or one bundled millions of pounds steihng, has been 
coined, and that the demand foi com has mci cased so rapidly, that m the 
last four jeais silver, at the rate of neaily twelve crores of rupees, oi twelve 
millions of pounds sterling, has annually been coined, we must amve at the 
conclusion that ultimately the amount will be veiy large No doubt the 
introduction of the system must he slow and gradual at fust — the time 
lequired to establish the necessary machinery and appliances w ill lead to 
this — but I regard this limit upon our efforts lathei as an. advantage than 
otherwise, because it will afford tune foi people to become familiar with the 
system before it assumes laige dimensions Our attention w ill be first 
dnected to the Presidency towns, from which the system will be giadually 
extended into the Mofussil until it has permeated over the whole of India 

Before I conclude there are three subiccts of a somewhat kindied 
character to which I would wish shortfy to lefer The first has reference 
to a question which has been much discussed by capitalists in England as 
well as m India I refer to the pioposals which have been made for the 
purpose of establishing upon a large scale, and with an adequate capital, 
a national Banking establishment capable of giadually embracing the great 
Banking operations m India, and of extending its Branches to the interior 
trading cities as opportunity might offer That there is a growing xvant for 
such an institution and a rapidly increasing field for its operations no one 
can doubt The Government is, theiefoie, desirous to be understood that 

* Pigo J-(> of the. Fourth Edition jjulilinliod b\ Mi John Murriy, 1811 
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the plan which has been adopted lor the introduction o£ a legal tender 
papei curiency is not intended m .mj way to discourage 01 to interfeie with 
such a pioject, the opeiations of which would be those of legitimate Banking 
transactions in Iudia and exchange opeiations alnoad The second is the 
subject of economising oui cash balances and the gieat cost to which we ire 
now' put by retaining all om cash in onr own Trcasunes, and disbursing 
every payment in haul coin This system has been abolished in England 
foi moie than half a centuiy, and the fai nioie convenient and economical 
foim of .1 Bank account has been icsoited to Sn, this subject engages the 
earnest attention of the Government The thud and last point to which 
I wish to allude is the exiromely defective condition of our copper coinage 
Dining my jouinev up the country (hole was no complaint which was sc 
common amongst the lowei classes than the sacnlico they had to submit in 
the native bazars in getting coppei change, absolutely needful foi then 
scale ol cxpendituic It is not too much to say that the poorest of the 
people have been taxed as much as five, and m some cases ten pci cent 
upon their little incomes fiom this cause Sn, 1 hope we shall take care, in 
futuie, to pi ovule against this evil A huge impoitatioii of copper coin, tc 
the extent of ten laldis of rupees, has been oi doled from England, a new 
mint foi coppei coin alone m iy shoitlv be expected .it this place, and 
anothei is oicleied for Bombay , and we tiust that the well-founded complaint- 
on this head will soon cease to exist 

Sn, I have now laid befoic you the plan which the Government has 
devised as the best adapted for India foi confemng upon it the gieat 
advantages of a peifect system of ctiirencv As 1 said before, we have 
aimed at no noveltv , om effoit has been to adapt to oui own circumstances 
principles which the wisdom of gie it men has defined and laid down with 
philosophical accuracy and piaotico, which the expenence of the most 
enlightened commeicial complies has appioved Sn, these aic subjects 
which have engaged the attention of intellects of the highest oidei in modern 
times Newton ind Locke and Adam Smith applied then mo->t profound 
leseaiches to these subjects In this piesent lentmv thev hive, peihnp- 
more than am othei blanch of political science, absoi bed the attention of 
able and acute minds - eminent men like lloimer, lluskisson, Lord Liverpool, 
Ricaido, Tooke, Sn Robeit Peel, Lend Overstone, and Norman have brought 
to this liiipoitant subject the gieatest povvei of mind ind the largest 
expenence Then we have had Paihamentaiy Committees almost without 
number, we had t ho Bullion Committee in 1811, the Committee on the 
Resumption of Cash payments in I SI 9, piesided ovei by Su Robeit Peel, 
then we had the Committee on the Bank Chaitei in IS 31 , next the Committee, 
on Banks of Issue m 1810 and 3 S 11, piesided ovei in a most able mannei 
by the piesent Secietarv of State foi India, Sn G’hailes Wood, then yve 
had the Commeicial Distiess Committee of ISIS, then the Bank Chartei 
Committee of 1857 and, lastly, the Committee of 185S — of the last (luce of 
which I had the advantage ol being a membei Well, Sn, it is upon 
accuinmulated evidence such as this that we feel that we may, with con- 
fidence, piocced , it is to such accumulated and high autliontv, as I have 
leeounted, that we feel we mav safelv rlelei And m doing so, theic is this 
gieat advantage, that, howevei diveisilied the authoiities 1 have quoted mav 
lie howevei muc h ionic ol them may have dilleicd upon mmoi points vet 
upon that which l hive 1 ml down as the gloat caichual lule to be ohseivcd, 
ill aie agieed Among all there- is but one opinion, that, m oidei to 
constitute a sound cm lenev of mixed coin and papei, then e aie three meat 
essential conditions - Fn st, that you should have one single standard of 
value, whethei it he gold or silvei , second, that the papei shall be at all 
times convex tible into the coin it lepresents, and, ilnidly, that a sufficient 
reserve of bullion shall be maintained in oidei to provide foi that con- 
veitibility Sn, all aie agieed m legaiding these three conditions as the 
sheet anclioi of a sound eunency , and it is upon these conditions that the 
measure I am about to introduce has been caiefully iiamed We know', Sir, 
that nothing that lies m oui power can altogether prevent the recurience of 
vicissitudes in trade, but we believe that sound and wise laws will, at least, 
moderate the seventy of otherwise unavoidable misfortunes, while bad laws 
would infallibly aggiavate them Sir, we have done oui best m adapting 
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these great pimciples to the peculiar circumstances of this country and now 
it will become our first duty to give practical effect to the measures which 
we propose, by the gradual extension to the whole of India of the s\stem 
I have described, m the confident belief that it will confer adiantao-es of no 
slight description and will tend to piomote the happiness of India by adding 
to its matenal propei lty and wealth ‘ h 

Mr Wilson concluded by moving the fust reading of a Bill for the 
introduction of a system of Pape) Currency 

Sir Bai tie Freie seconded the Motion, which was then put and earned, 
and the Bill read a first time 
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Memorandum, Statements, and Sotplemcntart Statements on the 
Placing oi- Cash Bai aloes on Loan or Deposit, submitti d b\ 

Mr Walter Badocic, CSI, Accountant-General at the India Onci 

1 The sa stem of placing sm plus cash balances on temporal y loan was 
inheuted from the East India Company, having been apparentl} initiated 
by a minute of the (Secret) Finance and Home Committee, dated 6th December 
1838 The practice has been followed fiom that time until now The 
present piocedure follows various ordeis appioved bv the Secietaiy of State 
in Council in minutes and letters to the Bank of England and to the 
Brokei, foi the time being to the Secietary of State Copies of the last 
tlnee letteis to the Bank and the Brokei are appended (see pages 312-1) 


1'he appi oved Boi ? owing List 

2 Loans on security aie made to ceitain bankers, discount houses, stock- 
brokers, Ac , of high standing, wdiose names appeal on an approi ed borrow mg 
list (pages 315-6) Admission to that list is obtained bv application addiessed 
to the Broker, wdio communicates the application to the Aecountant-Genei al 
The necessary enquiries aie made by the Chairman of the Finance 
Committee, this part of the work being legarded as paiticulaily Ins piovinco 
m view of the special City knowledge possessed by him Until recently, 
if the enquiries have pioied satisfactory the name of the applicant film 
has been temporally accepted by him, and he has also intimated to the 
Accountant-General any limit to he imposed on the amount to be advanced 
to the firm The full Borrowing List showing the limits imposed has 
been submitted quarteily to the Finance Committee The present piactice 
however, is to lay the applications, with such infoimatiou as can he obtained, 
befoie the Finance Committee aud the Secietary of State m Council, whose 
appioxal is signified befoie any loan is made The full Bon owing List is 
submitted quarterlv to the Secretary of State m Couucil as befoie 


Amount and Pciiod oi Loan* 

3 Loans are made m sums of 50,000 1 or m multiples of 50,0001 The usual 
periods are from three to five weeks, oi occasionally six weeks, accoidmg to 
the Accountant-General’s calculations as to the term within those limits foi 
which the money can conveniently be spared 

4 In fixing the penod, the Accountant-General is guided by the fact that 
the weekly sales of Council Bills, which aie the main source of the money m 
charge of the India Office, may at any time he reduced to a small figure if the 
exchange shows a tendency to fall away, or may even cease altogether as has 
happened more than once , also that paj ment for the Bills sold oq oi aftei a 
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"Wednesday may be postponed at the option of the purchaser to any day up to 
the following Tuesday Snmlailj , leceipts in lespect of issues of Government 
Stock, 01 of new lailway capital which may have been estimated in the Budget, 
and which foim the second impoitant head of leceipts, cannot be relied 
upon as cei tamly a\ ailable on any specific date until the issue has actually 
taken place, and such issues are dependent on maiket conditions of which 
a forecast cannot be made with cei tamty On the othei hand, the Govern- 
ment of India have very large commitments foi intei est, annuities m pui chase 
of milwajs, pay, pensions, &c m this countiy, which have to be met on 
specific dates, and have also veiy large payments to make for stores for India, 
advances to lailwaj companies, and other miscellaneous set vices, the dates 
foi payment of which cannot be accm ately foi eseen Topiovidefor payments 
m the immediate future, theiefoie, dependence is placed on a sufficiency of 
loans, arranged to matuie on each business day of the} ear It is not the 
practice to lend for as long 'as 'six weeks, even if a higher i ate of interest 
might be obtained by so doing, until all piobable lequnements m the 
intei val have been fully pionded for Undei this system, therefore, the 
whole balance, except the deposits 1 efei red to hereaftei , can be made available 
in not moie than six weeks 

Scan ities authorised foi Acceptance 

5 India Debentures, India Bonds, and Guaianteed Debentures of the 
seveial Indian Railway Companies, aie taken at then pai value 

Tieasuiv Bills, Exchequer Bills, Exchequei Bonds, India Steilmg Bills 
Metropolitan Watei Board Bills, and London County Bills are accepted at 
then maiket value, instead of their nominal amount 

The following securities are accepted at their minimum maiket value, 
v ith a covei of 5 pei cent, the covei being replaced if the value of the 
secunty falls duung the curiency of the loan — 

Any of the Pailiamentaiy Stocks or Annuities of the United Kingdom 
India 31 pei cent , 3 pei cent oi 21 per cent Stock, and Stock 
Certificates 

India Enfaced Rupee Papei 

Full} -paid Debentuie Scnp of the Indian Guaranteed Railway Companies 
Any securities, the interest on which is, oi shall be, guaianteed "by 
Paihament 

Metiopolitan Consolidated Stocks and Stock Certificates 
Metropolitan Police 3 pei cent Debentuie Stock 
Metiopolitan Watei Boaid “B ” Stock, and Stock Certificates 
London County Consolidated Stocks, Stock Ceitificates and Scrip 
Coipoiation of London Pebentuies 

Bonds oi Bills of Colonial Governments that have observed the conditions 
piescubed in the Colonial Stock Act 1900, 63 & 64 V ict c 62, and of 
Bntjsk Municipalities with a population of 500,000 or upwaids (at 
piesent Biinnngham, Liverpool, Manchestei, and Glasgow), piovided 
that m each case theie is an obligation to repay the pimcfpal of the 
bond oi bill within a period not exceeding five years fiom the date on 
which the loan is granted (See letters dated 15th April 1913 on 
page 314 ) 

Statement No 1 is appended classifying the securities held m respect of 
loans on 31st Maich, 30th June, 30th September, and 31st December 1912, 
and on 3 Lst March 1913 

Instructions to Biokei 

6 The Accountaut-Geneialinfoimsthe Bi oker daily of the amount of loans 
that may be lcncwed on lresh terms, of the amount of new loans that may be 
made, oi of the amount of loans that must be called He also furnishes the 
dates foi the matuiitv of the lenewals, and new loans The Broker is 
responsible foi obtaining the best possible late of intei est under the conditions 
assigned to him, viz — 

(1 1 That he is hmited to certain dates 

(2) That his lange of clients is limited to firms on the approved Bon owing 
List 

0; That he should only accept certain specified securities of a very high 
class, aheady enumerated. , 
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7 In am- case of difficulty as to mteiest, the Broke; obtains the advice 
of the Chan man of the Finance Committee The Bioker’s lemuneiation 
foi this woik has, since 188S, been a peicentage on mteiest earned m each 
financial yeai Until 1st July 1911 a commission of 5 pei cent on mteiest 
earned on loans on Security was paid, and one pei cent on mteiest on 
deposits until banks But the terms w ere then reconsideied by the Secretary 
of State m Council, and a new anangement was made by which 21 per cent 
on interest earned on loans on secunty is paid up to a maximum of 5,0007. in 
any financial yeai, and per cent theieafter, one per cent on interest on 
deposits with banks being pa) able as lieietofore The Bioker has thus 
exeiy inducement to obtain the best possible teims foi India Office loans 

8 I append Statement No 2 showing foi the past 20 yeais the gioss 
mteiest earned on shoit loans of Tieasui) and Gold Standaid Reserse 
Balances, the Biokei’s commission and the net mteiest 


Method of Payment of Loans 

9 The cheque, teimed a “ wnte-off,” which authonses the transfei of the 
amount of each loan to the account ol Mr Hoiace II Scott, the Bioker, at the 
Bank of England, and which is signed and counteisigned m accoi dance 
with the provisions oi 22 and 23 Viet , c 41, s 3, is ivoided as follows — 

“ Credit Mi Horace II Scott, either upon the recognised Secunties being 
tiansfened to the Stock Account oi the Secietaiy of State m Council 
oi India, or upon the receipt of such Securities to be held by the 
Bank for account of the Secretary of State m Council of India ’ 

10 Consequently the Bank of England does not place the amount of the loan 
to the account of Mi Scott until it is in possession of the requisite secunties 
on behalf of the Secietary of State, which are examined bj the Bank m 
accordance with standing instructions lecenccl from this Office (See letters 
on pages 312-14 ) As c% idence 'oi the transfei of stock to the Stock 
Aecouut of the Secretary ot State in Council of India (constituted undei 
21 and 22 Viet , c 10G, s 45), Mr Scott transmits to the Accountant-Geneial, 
together with the agieement for the loan, signed b\ the borrower, stock 
receipts for the amount of stock specified m the agreement The Fonn of 
Agreement m use was onginally diawn up by the Legal Adviser to this 
Office, and has, w ith minoi alteiations appioved by him, been m the same 
form since 1861 A copy is appended (see pages 314-15) 

11 Securities transfei able by delivery are enteied by the Bank of England 
m the Secretaiy of State’s Security Pass Book, which is obtained from the 
Bank on the morning following each loan, and is examined m the 
Accountant-General’s Department 

12 When a loan is paid oil, the stock that has been tmnsiened to the 
Secretary of State’s account as security is le-tiansferred “ into such names 
and m such amounts as Mi Uoiace H Scott, the Bioker, maj direct’ 
(i e , on account of the bonoweis), under the General Lettei oi Attorn ej 
granted to the Bank undei the piovisions oi 21 and 22 Viet , t 106, s 47 
The Bank acts under the Pow r ei oi Attoine\ upon a direction piepaied by the 
Accountant-General and signed by two Membeis oi Council, and countei- 
signed by the Undei Secretaiy or Assistant Undei Secretaiy of State 


. i Audit 

13 On the last da) of each month, the Bank of England transmits to the 
Auditor of the Home ^Accounts a statement show mg the amount of Stock oi 
each description standing m the Secretary oi > State’s t account, and the 
amount of bearer securities held by the Bank on behalf of the Secretary ol 
State Eiery agreement with a borrower is shown to the Auditor, and 
the accuracy of all tiansactions- arising out of it is tested in his 
Department 
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Deposit 1 

14 It is found that the Broket is Usually UUahle to lend on secunty td 
approved bonoweis on the existing hollowing hst a larger sum than irom 
10,000,0001 to 1L, 000,000/, and in 1900, 1910, 1011, and poition of 1912, 
the sin plus balance available m excess ol that amount vsas placed on deposit 
with ceitain Loudon banks b} the Biokei, after consultation in each 
case with tlie Chau man ol the 1 mance Committee Jn such cases, 
the deposit was usuallv loi a pcnod not exceeding two months, but sums 
lent m this wa} on account ol the Gold Standaid Rescue weie sometimes 
placed foi tlnee months, il it seemed adiantageous to do so, foi it w is not 
considcied piobable that the} would bo lequned befoie the expnation ol 
that peuod The balances weie, lioweiei, so la i gel} leduced in the summer 
and autumn of 1912 by the puichasesof sil\oi and the discharge of tempoiary 
debt that deposits as the} matin ed weie all called m, the last ha\mg been 
called on 21st Decern bei 

Reliability of System 

15 It maybe mentioned that, whereas in the last twent} \ears tlie interest 
earned onshoit loans and deposits lias amounted to 2, GST, 01.5/ (see Statement 
No 2), and in lecent yeais the number of tiansaetions has aieragcd 1,500 
a }eai, excluding exchanges ol stock, the sums lent ha\e always been 
available, with the interest, on the dates specilied m the agreement, with 
two exceptions only, these weie cases of firms holding loans of 50,000/ 
each In one case the whole ol the principal moue}, and the inteiest due, 
weie reeoieied, m the othei, a sin ill loss of principal was counterbalanced 
by the high late ol interest on securities held until realisition 


LAST THREE INSTRUCTIONS TO BANK OF ENGLAND 
AND TO THE BROKER 


India Ofliee, Whitehall, S \V , 

Gentlemen, lbtli June 1S93 

The attention of the Secietan of State foi India m Council has been 
diawn to tlie cucuuistance that the list, furnished to }ou m the lettei fiom 
this Ofhce dated the 25th Febiuai} IS81 of the securities which ma} be 
accepted m lespect of loans made on his behalf by Mr Scott, the bioker to 
this Office, lecpmcs modification 

I am accoidmgl} dnected to acquaint }ou that Exchequei Bills, 
Exehequei Bonds, Tieasuiy Bills, India Deben tuies, and Guainnteed 
Debentuies of the se-veial Indian ILulw iy Companies, ma} be accepted at 
their par value, and the following secunties at their minimum mm kef talue 
with a covei of five pel cent viz — 

Any of tlie Pailiamentaiy Stocks oi Annuities ol the United Kingdom 
India 3k oi 3 pei cent Stock 
India Enfaced Rupee P iper 

Any Securities the Inteiest of which is or shall be guaranteed by 
Parliament 

Consolidated Stock cieated b} the Metropolitan Boaid of Works, oi by 
the London County Council, or Debenture Stock cieated by the 
Receiver foi the Metiopolitan Police Distuct 

I am, 

Gentlemen, 

The Govemoi and Company of the Your obedient Servant, 

Bank of England, EC A Godley 



Ai’i’EKbiX 'Xi, 


India Office, Whitehall, S W , 

Sn‘, 16th. June 1893 

I am chiected by the Secietaiv of State £01 India to tiansmit to you a 
copy of a lettei which has this day been sent to the Go\ einoi and Company 
of the Bank of England, legaidmg the secmities which may be accepted m 
respect of loans made on behalf oi this Office 

You will obseive that m that lettei it is stated that Tieasun Bills m a} 
be aciepted at then pai value, but I ha\e to point out that” this is not 
intended to intei fere with the piactice of lecent years, accoiding to which 
}ou ha\e lccepted them at then maiket value onlv, instead oi then nominal 
amount, when then unexpued penod has seemed to you to call foi it 

I am, 

Sir, 

Youi obedient Seivant, 

Willie A W Scott, Esq , A Godley 

57, Old Broad Stieet, EC 


India Office, 

Gentlemen, 2Gth Eebiuary 1913 

'l'lie attention of the Secietan of State foi India m Council has been 
diawn to the cncumstance that the list Itnnislied to jou in the lettei fiom 
this Olhce dated the JGtli dune 1895, of the secmities which maj be 
accepted in respect of loans made on Ins behalf b\ the biokei to this Office, 
lequnes modification 

J am accoidmgh dnected to acquaint }ou that India Bonds, India 
Dcbentiues (when ant aio existent), and Guaiantced Bebentines of the 
se-\eial Indian Jiailwaj Companies may be accepted at then pai \alue 
Tieasuiy Bills, Exchequer Bills, India Steilnig Bills, Metiopolitan Water 
Board Bills, Exchequei Bonds, and T ondon Count} Bills may be accepted at 
their market value 

The following Secmities ina} be accepted at then minimum maiket 
xalue, with a covei of 5 per cent , xiv — 

An} oi the Pai li amentary Stocks or Annuities of the United Kingdom 
India 31, 3, oi 21 pei cent Stock and Certificates 
India Enfaced Rupee Paper 

Guaianteed Debenture Scup (fully paid) of Indian Hallway Companies 
Any Securities the interest of which is oi shall be guaianteed by 
Parliament 

Metiopolitan Consolidated Stocks and Certificates 
Metropolitan Watei Boaid “ B ” Stock and Ceitificates 
Metropolitan Police 3 per cent Dcbentuie Stock 
London Count} Consolidated Stocks Ceitikcates, and Scrip 
Corporation of London Debentures 

I am, Gentlemen, 

Your obedient Servant, 

The Governor and Company of T W Holderxlss 

the Bank of England 
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India Office, 

Sir 26th. Februaiy 1913 

T am directed by the Sem etary of State for India m Council to 
transmit to you loi y om guidance a copy of a lettei w luck has this day 
been sent to the Governor and Company of the Bank of England legal ding 
the securities which may be accepted in respect ol loans made on behalf of 
this Office 

I am, Sn, 

Youi obedient Seivant, 

Hoi ace II Scott, Esq T W Holdirness 


India Office, 

Gentlemen, 15th Apul 1913 

In continuation of the lettei fiom this office dated 2bth Februaiy 
1913 AG I am directed to inform you that the Secretary of State foi India 
m Council has added the following secunties to the list of those winch may 
be accepted against loans gi anted on Ins behalf by the broker to this office , 
bonds oi bills of Colonial Governments that have observed the conditions 
prescribed in the Colonial Stock Act, 1900, 63 and 64 Viet c 62, and of 

Butish Municipalities uith a popula- 
* At present fiinninfffaim Lncpool, tlQn of 500,000 Or upwards, piOVlded 

‘ ailL 10S ei ’ 1 1S ^°" that m each case theie is an obligation 

to lepay the pimcipal of the bond 01 bill within a penod not exceeding fire 
veais liom the date on which the loan is gi anted A maigm of 5 pei cent 
over the maiket ralue should be lequired in the case of the above classes of 
security 

I am, Gentlemen, 

Youi obedient Servant, 

The Governoi and Company of Lionel Abrahams 

the Bank of England 


India Office, 

Sn, 15th April 1913 

I am directed to acknowledge the receipt of youi lettei of the 26th 
Febiuaiy 1913, on the subject of enlaigmg the classes of secunties which 
y may be accepted as securities foi loans, and m reply to enclose foi youi 
/ guidance a copy of a lettei which has this day been addressed to the Governoi 
and Company of the Bank of England 

I am, Sir, 

Your obedient Seivant, 

Horace H Scott, Esq Lionel Abrahams 


Copy of Form of Agrfemeni for Loan 

London, 

191 

To the Right Honourable 

The Secretary of State in Council of India 

* request that you will advance to the sum of 

pounds 

on the undei-mentioned Secunties or any othei Securities which by 
consent may be substituted therefor, which Advance engage to repay 

on the together with Interest at the late of 
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' £ P er Cent P ei Annum In case the said Securities 

should not be ledeeined on the said 

heieby authon/e jou to sell the same, and, so iai as the pioceeds of sale 
will allow, to repay jour Advance theieon with Interest, and 
further engage that rn the event of any of the said Secunties upon 
which a cover of 5 pei Cent has been 01 may be given falling m value 
before the repajment of this Loan to an extent which shall rendei then 
value less than 5 pei Cent above the amount advanced against them 

will forthwith, on application on v our pait, add to the Secunties so 

as to maintain the stipulated cover of 5 pei Cent , and m default of 

so doing hereby authorize you to sell immediately all the Secunties 

accepted m respect of this Advance, and to repay the Advance with all 

Intel est then due, so fai as the proceeds of sale will allow , and herebj 

undertake to repay any deficiency which the proceeds of sale may fail to 
dischaige 


The Secunties above refeired to are 


N B — In consequence of tlie decision of the Judicial Committee of the Privy Coum ll in the 
matter of Su Stuirt Samuel’s seat m Parliament the following note is now printed on foims 
of agreement foi loans — 

The attention of firms applying for advances is diawn to the following extract fiom 
22 George III, Chapter 45, Section 10 “In everj such contiact, ogieemont 01 
“ commission [that is, in e\ cry contract agieement or commission, foi 01 on account of, 
“the public sei vice] to be made enteied into 01 iccepted as ifoiesaid, theie shall be 
“ inserted an expiess condition that no Membei of the House of Commons be admitted 
“ to any sliaie 01 part of such contiact agreement 01 commission 01 to am benefit to 
“ anse therefrom ” The Statute does not applj to conti acts, itc , enteied into b> incoi 
“ porated tiading companies in then corporate capacity (sc" Section 3) 


Firms on thl Borrowing List approved b\ the Secreiarv of State 
in Council on 31st March 1913 

Alexanders and Company, Limited 
Allen, A J , and Son 
Allen, Haivey and Ross 
Anglo-Egj ptian Bank, Limited 
Anglo-Foreign Banking Company, Limited 
Bakei, Duncombe, and Company, Limited 
Barclay and Company, Limited 
Biedeimann, A , and Company 
Blydenstem, B W , and Company 
Booth and Partridge 
Bouike, Cuthbei tson, and Company, 
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Firms on the Borrowing Ltst approved by ihl Secret yry or St\te 
in Counoil on 31 st Mvrch 1913 — continued 

Brights en and Company 
Bustowe and Head 
Capel, J , and Company 

Chartered Bank of India, Australia, and China 

Cohen, Laming, and Company 

Cunliffe, R , Sons, and Company 

Daniell and Darnell 

lie Zoete and Goiton 

Eastern Bank, Limited 

Elies, J , and Son 

Francis and Piaed 

Gillett Bi others and Company 

Haaibleichei and Schumann 

Halfoid, W , and Compam 

Hohlei and Company 

Hong Kong and Shanghai Banking Corporation 
Hopkins and Giles 
ICeyser, A , and Company 
King and Foa 

Lauiie, Milbank, and Compam 
Lazaid Biotheis and Company 
Lloyd and Noibuiy 

London County and Westnnnstei Bank, Limited 

London and South-Western Bank, Limited 

Lyon and Tucker 

Matthey, Hairisou, and Company 

Mercantile Bank oi India, Limited 

Messel, L , and Company 

Mullens, Maishall, and Company 

National Bank, Limited 

National Bank of India, Limited 

National Bank of New Zealand, Limited 

National Discount Company, Limited 

National Piovmcial Bank of England, Limited 

Panmure Gordon and Company 

Pember and Boyle 

Puce Brothel s 

Pioy incial Bank ot Leland, Limited 

Reeies, Whitburn, and Company 

Roue and Pitman 

Rjdei, Mills, and Compam 

Samuel Montagu and Company 

Sciimgeoui, J and A 

Sheppaids and Company 

Sheiwood, II , and Company 

Smith, St Aubyn, and Company 

Steel, Lau loid, and Company 

Tomkmson, Burn ton and Company 

Union Discount Company of London, Limited 

Waley and Wtlbraham 

Wedd, Jefferson, and Company 
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Statement No 1 

Secunties lield for Loans from Cash Balances on certain dates 


Description of Stcurifc\ 


I March 
I I'll 2 


SlOCH 1NS0KIII1 D ON BOOKS OF BlNfv 01 
EnGIAN D 

Annuities 2- pei cent Slot A 
2-’- per cent Consolidated Stock 
Corporation of London 3’ pei cent Stock 
Guaiantecd 2' poi cent Stock 
„ 3 pel cent Stock 

India 3’ poi cent Stock 

„ 3 pei cent Stock ... 

„ 2{- pei cent Stock 

Local Loans 3 pei cent Stock 
London Count) 3 pei cent Consolidated Stock 
, Count) 2-' pei cent Consolidated Stock 
Metropolitan Consolidated 3 pci cent Stock 

, Consolid tied 2~ pei cent Stock - 
, Wafer Bond “ B ’ 3 pa cent Stock 
Tnnsianl GiKernnient 3 pei cent Gininnteed 
Stock, 1923/53 

Ti insiaal Government 3 pci cent Gu.u mtced 
Stock 195S 


Bi vim brn’Kiui*- uni) in Bank oi Enoiand 

Indian Bailn u Be bentmes — 

Assam Bengal R tilling 
Bcngal-Nagptn Rulua) 

Indian Midland Railv, a) 

Madras Railvra\ 

Mach is and Southern M ihratta Railwnj 
Rohilkund and Knnnon Rail wax - 
South Indian R nh\ at 
Southern M ihratta B nlw i\ 

Canada Guiuntitecd Bonds 
21 pa cent Consolidated Stock Cci title ites 
Corporation of London Dcbentuios 
Coxpoi ltion of London Stock Ccrtihcitcs 
Eg-) ptian Go trout Ltd Bonds 
Exchequer Bonds 
Gicek Guaranteed Bonds 
Guaranteed 2j pei cent Stock Catiticites 
„ 3 pei cent Stock Certificates 

India Bills - - 

India Stock Certificates 

India Bonds .... 
Local Loans Stock Cei tificates 
London County Bills - - 

London County Stock Certificates 
Motj op oh tan Consolidated Stock Ca tificates 
Metropolitan Watci Bond Bills and Stock 
Ca tificates 

Transvaal Goiomment Gn nanteed Stock C< i 
tificates 
Itensui y Bills 


India Rupee Pajici 
Total 


At Is id 

- £ 


£ 

856.000 

10,000 

148.000 


10th Jnno 
MI i 


£ 

5,000 

1,0S3,700 

10,000 

393,500 


30th fcoptem 
bor 1912 


942,700 

10,000 

89,000 


31st Decern 
bor 1912 


£ 

162,500 

49,000 


31st March 
1913 


£ 

302,500 

10,000 

213,000 


173 000 

24-1,000 

219,000 

10,000 

85,000 

114 200 

163,700 

195,200 

100,000 

197,000 

l 51,000 

1 188,000 

127,000 

171,000 

35,000 

52,000 

4S,000 

3S,000 




2 000 

39 000 

— 

15,000 

15,000 

170 000 

loO.OOO 

59,000 

58,000 

24,000 

1,000 

— 






— 

9,000 

— 




— 

— 

7 000 





223,500 

— 

— 

— 

72,000 

133 000 

21 1,000 

68 000 

44 000 

23,000 

1,936 700 

2 557 900 

1,751900 

609 500 

976,500 

185,700 

621,300 

1681,700 

636,500 

582,600 

2,213,000 

1,921,000 

2,340,000 

1,742,100 

1,524,400 

S59,200 

615,500 

668,000 

503,000 

430,400 

10,000 

20,000 

15,000 

15,000 

55,000 

325,200 

515,300 

769,300 

530,000 

477 000 

25 000 

20,000 

25,000 

15,000 

25 000 

445.000 

125,000 

755,000 

765,000 

586,000 

SO.OOO 

20,000 

20 000 

10 000 

5 000 

6,000 

1,000 

14,500 

16 000 

47,000 

912,300 

774 000 

828 500 

1 183,500 

1,166 600 

15,000 

19 000 

>8,000 

4.1,000 

31,000 

38,000 

31,000 

6 000 

6 000 

17,000 

201,700 

20S.200 

272,600 

304,900 

222,200 

652 400 

179,100 

107 200 

554 700 

574,700 


800 


— 

— 

203,700 

169 000 

76,900 

82,200 

109,200 

5,000 

5,000 

6,500 

38,500 

3S,500 

338,000 

92,000 

55,000 

— 

— 

1,033,900 

1,041,300 

1,102,800 

1,233,500 

922,500 

531 400 

699,100 

652,600 

547,300 

412,300 

30,000 

10,000 

75,300 

109,100 

S6.000 

29,000 



30,000 

65,000 

100,000 

90,600 

63,300 

88,400 

120,600 

150,000 

227,200 

102,700 

71,500 

215,200 

167 900 

136,500 

133 500 

213 000 

50,500 

598 000 

416,500 

365,000 

312,000 

371,000 

21S.10Q 

— 

~ 

102,000 

— 

— 

9,376,300 

8,082,700 

9 676,800 

9,191,600 

8,546,400 

Rs 

Rs 

Rs 

Rs 

Rs 

9,60,000 

6,62,000 

14,29,000 

28,35,000 

39,87,000 

£ 64,000 

-C 44,133 

£ 95,267 

£189,000 

£265,800 

11,377,000 

10,684,733 

11,526,967 

9,990,100 

9,788,700 


Vmouut of Loans outstanding m le-pcct of "huh 
the above Securities iveie held 


110,200,000 j 9,400,000 


10,300,000 I S, 850, 000 


8,650,000 


Cc 


A 19068 


{ Jolfi St»s«l»<l not 111 S<«urit»^ 
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Statpmf \ I No 3 sliow mg the Balance and Cash transactions ot the India 
Office for each day m 1912-13 


Explanatory Note 

A 

During part of J 912-13 tho India Office balance was held m three 
divisions, vi/ — 

1 Money at Bank of England 

2 Mono} lent on secuuty to appio\ed borrowers 

3 Mono} deposited at, interest with Banks othei than the Bank of 

England 

Dining the leinaindoi of the yeai the balance was hold m only two divisions 
. i/ , monev at Bank of England and mone\ lent on security to approved 
bonoweis Tiie change was due to a 1 eduction of the total balance which 
mule it possible to place with the nppioved bonowers the whole sum 
a\ ulahle lot being lent at interest 

The following statement summarises the dad}- changes in the amount 
mil form of the balance and the causes to winch they were due 

Jt will be noticed that while the closing balance of each day (column 3) 
includes mono) on Joan and deposit, the receipts and payments m columns 
I tnd 2, which iccount foi the difference of the amount of each day’s 
flowing balance from that of the piecedmg day, do not include receipts due 
to the repayment of loins and deposits oi payments due to their giant 
Tho explanation is that the lejiay meat oi giant of a loan oi deposit affects 
only the form but not the amount of the closing balance, since it involves 
nieiely a transfer ftom ot to the second or thud of the divisions shown 
above to or from the first division (money at Bank of England) The 
inpayments and giants of loans arid deposits are therefore shown separately 
in columns 7 to 10 


B 

With refeience to column 4 it should be explained that nil understanding 
i xists with the Bank of England, believed to date from 1839, that (m oulei 
to romuneiaic the Bank foi services foi which no direct cliaigo is made, 
such is the woik done in connection with the sale ol Council Bills and 
'Biographic Tiansfers) the closing balance of each day shall be not loss 
than 300,000/ 'J he fact that the balance at the Bank usually exceeds 
300,000?, as it did on each day m J912-H, is due to the follownng 
< auses — 

(1 ) I he Bank j cqvircs that exceptional)} heavy payments to be made 
on any day shall be provided foi m the balance of the pievious evening 

(2 ) Council Bills and Telcgiaplne Transfers sold on any day except 
I’ucsd ly (when pavmenl is leqmred on the day of purchase) may be made 
it the option of the piuehasei up to i o’clock on am day not latei than the 
following Tuesday The money' is usually received at the Bank of England 
too late to he lent until the following morning Similarly, the receipt at the 
B. ink of Engl md of money from other Government Depaitmeiits is usually 
not known at the India Office until it appeals m thePassBook received there 
the next morning 

(3) Tho practice of giantmg all loans and deposits in sums ol 50,0001 
cu multiples fheieof, sometimes causes the balance at the Bank of England 
to he higher than it would he if sums ol less than 50,000/ were lent 

(4) Some icservc in excess of 500,000/ must he maintained to meet 
outstanding wai rants, the date of presentation of which cannot accurately be 
foreseen 


C« 2 



(Including ti ansactions of the Gold Stamhnd Rescue, bul excluding sums in the hands of Sub- Accountants) 
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R01AL COMMISSION ON INDIAN FINANCE 


Supplementary Statement I 

St item ent showing the Aveiage Rate of Inteiest on Loans to Appioved 
Boriowers in each Month iu 1910, 1911, 1912, and 1913 (to list May) 
and the Bank Rate duung the conespondmg penods 
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The cost of the mniiagcmont of a non loin commences 
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Uoui. COMMISSION 05 HSAfccP 1 


SoPl’IiFMFHTAUY SrATLMFNr HI 

Commission paid to the IJiolcci to the Secielun of ht.ite for India during cadi of the 
undermentioned ye.us on temporary investments of the Cash Balances and 
Purchases and Sales of Stock 
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(«) To 30tU J quo 1011, the pci cent oil ..ill nut e irne.l tl.cnocforn ,«1 31 p. r tout up to u tn.mmum of 5 000' in 
fmmtml jear, and H pci cent above 5 0007 
(,7;) One p i cent on interest cm nod 
( r ) Kegistored securities, per cent 

Short dated bcnrei «u unities mntiirinj? within ono war or bss 5 l nd per cent 

from iw o to thret % i ars, T ' ? tb p ( r urn 
Hi inoro than threo \cai ’tli p< i cent 

It should lie noted tint, from Jrf Jt.lv 1911 !, the total con.mm.oi. to i,o puulto the Il.oker oo ,l„ ptuUu^-oud . 
of icrnuties in nr imnntml \ni is not to exceed 1,5007 v A u u 
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APPENDIX III 
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APPENDIX XII 


Memorandum on the Authority required tor Payments made at the 
India Office, and the System of Control exercised in respiot 
of them, submitted by Mr Walter Bad o cl, C S I , * 
Accountant-General at the India Officl. 


1 For all payments the approval of the Secretary of State in Council is 
lequned in some form 

Intel est on Debt, and Intel est guaranteed to the several 
Indian Railway Companies 

2 Every Capital Issue by Government and by guaranteed companies, 
whether in tlie form of stocks, bonds, or debentures, is effected on terms and 
conditions autkoused by the Secretary of State m Council, and these include 
the payment of intei est at the rate or rates and on the dates prescribed The 
claim of tlie Bank of England or Bank of Ireland, oi of the Railway Company, 
as tlie case may be, for the payment of mteiest is closely examined m respect 
oi the amount of principal on which mteiest is claimed, the rate oi interest, 
the period for which it is payable, and the calculation involved 


Payments for Issue and Management of Debt 

3 The annual rates of chaige made by the Banks of England and Ireland 
for the issue and management of the Indian Debt have been appioved by the 
Secretaiy of State in Council 

They are as follows — 

Bank of England- — 

India Stocks, Issue Charge By Tender, 6251 per million , at 
Fixed puce, 1,250Z per million Management Chaige While 
the total Debt is over 125,000,000Z , 300Z per million per annum , 
if below 125,000,0(X)Z , 360Z per million per annum on fiist 
100,000,00()Z , and bOZ pei million per annum on l emainder 
India Bonds, Issue Charge 1,250Z per million , Management 
Chaige, 100Z per million per annum 
India Bills, Issue Charge, 200Z per million 

Indian Railway Debenture Stocks, the liability foi which has been 
assumed by the Secietary of State, Management Chaige, 300/ 
per million per annum 

Indian Railway Debentures, the liability for which has been 
assumed by the Secretary of State, Management Charge, Nil 
Rupee Debt, Management Charge, 400Z per ciore per annum with 
a minimum payment of 8,0007 pei annum 
Bank of Ireland — India Stocks, Management Charge, 360Z per million 
per tin num 

The above anangements regaidmg Management Chaiges were enteied 
into in December 1905 and expire on 31st December 191.) The issue 
charges w r ere fixed in December 1 904 


Payments for Stores piocured foi India 

4 Stores for India aie piocured on requisitions received from the several 
Governments m India, the indents for which are submitted by the Director- 
General of Stores for the sanction of the Secretary of State m Council This 
sanction constitutes the authority for the requisite payments m respect of 
them 
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5 Tenders for the supply of the stoies and for fi eight thereon are obtained 
by the Dnectoi -Geneial of Stoies, and accepted by linn 01 b\ some othei 
authonzed officei, in aecoidauce with the mles laid doun by the Secretary of 
State m Council All tendeis .no accepted on behalf of the Secietary of 
State in Council to whom a weekly list of contiacfs so nude is submitted A 
copy oi each contiact eeitified by the Dnectoi -General of Siores oi i 
lesponsihle officei of his depaitment, is furnished to the \ccoimtant-Geneial 
foi his guidance 

6 The* claims of the contiactoisfoi pay meutaic piep ired in duplicate and 
leceived in the fust instance by theDiiectox-Gcnci.il of Stores, who tiansnnts 
them to the Accountant -Geneial with Ins certificate on the claim that the stores 
therein enumerated li.no been inspected In the officei s of his depaitment, 
that the quantities aie coned, that they arc in r \tiy inspect fit for the service 
of the Indian Government, and eitliei that thew have been taken into Ins charge 
piepaiatoiy to being shipped oi lia\e been shipped pei vessel named to a 
port in India specified Jn the Accountant-General's Depaitment the rates 
and calculations aie examined, and the quantities and the sums chirged arc 
lecorded on the copy oi the Contiact, taie being t iken that the aggregite of 
the claims passed toi payment in lespect of a contiact toiiespond theiewith 

7 Some stores aie inamifauuied bv the Wai Depaitment speoialh in 
compliance with Indian oideis, ollieis aie pioeuied fioin the Mar Drpirt- 
ment stock, and othei s aie obtained b\ means of contiacts entered into 
by the Wai Depaitment on Ik hall of this Ufhcc Similaily, some stoies arc 
obtained fioin the Achnnaltv But in ill eases the indents bom India have 
received the sanction of the Societal v ol State in Council, uul the claims 
foi payment aie closeh examined in cveiy inspect pus-able 

A The claims foi payment foi lioight, like those for stoies, aie picpaied in 
duplicate and aie received in the Inst instance bv the Dneetor-Gcneral of 
Stores, who tiansnnts them to the Accountant-Geueial's Depaitment with 
his ceitificate that, stores of the weights and liieasmemcnts specified m the 
claim have been shipped Ihe lates cliaiged au compaied m the 
Accountant-Geueial’s Depaitment wntli the locoid of the height tender oi 
contract, and the calculations aie examined, befoio pavment Fom-fifths of 
the total amount of a height claim is paid m this cou nil's (except that claims 
of less than 50/ aie paid in full), and the icmaming one-fifth is paid m 
India, except when shipment is to a few outlvmg poits when the one-fifth 
4 is paid m England on leceipt ol the out-turn teihfitiic 

0 The duplicate ol each stoie and height claim, collected if need be, is 
letmned to the Dnectoi -Geneial ol Stoics to foim the l> isis of m invoice to 
he tiansimltcd by him to India 

10 Statements aie transmitted to Inch i monthlv In the Accountant-General 
leconcilmg the sums paid foi stoies and height with the invoices despate lied 
to India 


Payment* to Indian Railway Campania * 

11 The Contiacts undei winch payments are made to the several Indian 
Railway Companies have been appioved by, and executed undei the uithontv 
ol, the Secietaiy ol State in Council 

12 The examination of claims for Guaiunteed Luteiest has been explameel 
undei the head of luteiest on Debt The claims foi payment of ihe 
Annuities by means of which seveial ol the liidim Railways have been 
puichased by the Secietaiy of State in Council, undei go a smnlai 
examination 

13 Indents foi stoies aie leceived from India by the Boards of Railway 
Companies, and lefeiicd by them to their Consulting Engineers Tenders 
for the supply of the stoies aie then invited by the Boaids and cousideied by 
them at meetings, at which the Gov eminent Dnectoi is present A list of the 
accepted tendeis is enteied on the Boaicl Minutes, the appioval of the 
Government Dnectoi being specially lequested vvheie the tender exceeds the 
Indian estimate Tenders foi height aie invited by the Boards when stoies 
are ready foi shipment, oi at such time as mav appear most advantageous to 
the various Companies, and the contiacts aie duly enteied on the Minutes 
which also contain sanction to the lates ol inaiine msuiance on such stores 

i 
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The Boaid Minutes aie forwailed to this Office, and after they have been 
initialled by the Government Director and the Members of the Public 
Woiks Committee of the Courhl they aie fonvaided to the Accountant- 
General’s Depaitment where a ligistei is kept of the contracts foi stores 
freight, &c \ 

14 A hen the Contractors driver the stoies and present then claims, 
these claims, accompanied by tlieConsultmg Engineer’s certificates that the 
goods have been delivered in propel condition and quantities, are submitted 
to this Office foi paynient, and c.ie is taken that the quantities and puses 
accord with the amounts sancticied by the Boaid Minutes Claims foi 
fieight and insurance aie presented m a sinnlai way, and by means of the 
bills of lading which accompany t^e height claims it is ascertained that 
the stores supplied have been duly shipped All bills foi stoies, height, Ac 
contain full details, which aie examned and checked 

15 In a subsequent exammationof the Companies’ books and accounts by 
ofhcers of the Accountant-Generals Department it is ascei tamed that the 
amounts issued by this Office to the Companies have been paid ovei to the 
Contractor and then receipts obtaned Out-turn ceitificates received from 
Iudia aie closely examined with a vie a to ascertaining that the stores pui chased 
have duly reached then destination ' 

l(i Claims foi inspection of stoies, and bills foi stamps, stationery, and 
othei lequisites aie periodically pieented to this Office and paid after 
examination and submission to Counci 

17 Fiu lough pay and sick pay of employees aie issued to Railway Com- 
panies in accoi dance with the Boaid Minutes and Regulations approved from 
time to time by the Secietaiy of State n Council 

18 The salaiies of dnectois and consulting engineers and the cost of office 
establishments aie fixed by the Secntaiy of State in Council, and any 
alterations leqmre Ins sanction 

19 Thus, all payments to the Railwsy Companies are made upon geneial 

oi specific authorizations of the Secretary of State m Council , and the 
proceedings of the Companies are supervised at all stages so as to pi event 
irregularities Any disputes upon questions of principle arising out of the 
teims of arrangement aie submitted fonthe decision of the Secretary of 
State m Council \ 

Peiiodical Payments to lbs Majesty's Ti easui y and othei Public 

Depai tments 

20 Payments such as the contribution to the cost of the Eastern Mail 
Seivice, and the contnbutipn towaids the expenses of His Majesty’s Ships 
in the Indian Seas, are made in accordance with agreements enteied into 
b\ the Secretary of State in Council 


Payments to the Wat Office of Effective and Non-Effective Charges in 
i aspect of Bntish Foi ces seimnq oi having seived m India 

21 At the commencement of each official yeai an agreement is ainved at 
between the Secietary of State m Council and the Wai Office as to the 
amounts of quaiterlv advances to be made on this account during the feai, 
•mbject to adjustment on production of the final accounts Quarterly 
payments are made accoi dmgly and subsequently adjusted 


Pay, Pensions, (Lc 

22 Furlough allowance, pay, pensions, and annuities to members and 
letned members of the Indian services aie issued m accordance with the regu- 
lations applicable to the seveiallserviees, which have all been appioved by the 
Seer taiy of State m Council An officei arnvmg in this country from India 
1 3 with him a Last Pay Ceitificate, which shows the rate of pay to which 

t mtitled and the date to winch he has received payment m India The 
details of the certificate aie subject to careful sciutmy m the Accountiyit- 
Geneial’s Department, and, if they appeal to be 'in accordance with the 
regulations, the certificate is accepted as authority for payment Any 
payment of this description not in strict accoi dance with the regulations oi 
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any advance 'made m anticipation of tlie ickeipt of the pioper dociimen & 
fiorn India, would lequne the special sanction of the Secietaiy oi a e 1 1 
Council 

23 Giant of pensions m accoidance vjth the regulations is made as 
legaids some classes of pensions by the Gomnment of India 01 the Go\ em- 
inent of Madras 01 Bombay, and as regards othei classes by the becrctart 
of State in Counuf Satisfactory documeitmy ex idencejM the giant m each 
case is lecjuned m the Accountant-Gen enj’s Depaitment before paunent is 
made 

24 Widens and children entitled t j/ pensions chaigeable on Indian 
Revenues fiom one oi othei of the vano’u Sei vice Funds to which oiliceis 
subscube and of which the legulations ha re been appioved by the Secrelaiy 
of State in Council aie admitted to penswn by the Dnector of funds at tins 
Office 

Salat les of the India Office 

25 The salanes of the India Office establishment have been Hied by (he 

Secietary of State m Council and apdtoved and sanctioned by Oideis of 
the Rmg m Council in accoidance with Section 15 of the Government of 
India Act, 1858 / 

Miscellaneous Payments 

26 When pioposed expendituie L submitted ioi the sanction oi the 
Secretary of State in Council, an estimate is geneially furnished of the 
probable amount involved, and if /that estimate of the specific giant, 
made is exceeded, the matter is a<nui biought befoie the Secietaiy of 
State in Council^ and a fuither sanction applied foi and obtained before 
payment of the excess Incases nr which expendituie has been sanctioned 
without a limit as to its amount, and claims made in respect of it aie not 
governed by legulations prescn bed /by the Secietaiy oi State m Council, 
each claim is submitted foi the special appioxal of the Secietaiy of State in 
Council pi ioi to payment, 

Put chase of Secunties foi the Gold Standatd Reset ve, and Papei 

Currency Reset ve 

27 The Accouutant-Geneial adnses t lie Financial Depaitment of divi- 
dends available foi investment oi deposit, < ' >ted secmities matuinig 

and lequning l e-mvestment, Ac The i. 1 const Jmd m. Finance- - 

Committee and by the Secietaiy of State in Council The SecT . btaty oi St ile’- 
Biokci is generally instructed to take such action as is decide! upon and 
payments are made to him foi pin chases appioved, eithei upon the tiausfu ' 
of stock to the Stock Account of the Secietary of State m Council at the 
Bank of England, oi upon the deposit at the Bank of England ioi account 

of the Secietary of State oi bonds, bills, oi debentuies 

, Family Remittances, tCc 

2 ; \ Payments m this countiy to the relations and fi lends of soldieis and 
other employees seivmg m India are made undei regulations prescribed by 
the Secretary of State in Council Estates of deceased olheers and others 
aie remitted to this countiy undei legulations so sanctioned 


Petty Dishut sements, dc 

29 The Under Secretanes of State have been authonsed by the Secretary 
of State in Council to sanction petty disbru sements up to a limit of 10/, And 
the Accountant-Geneial and the Directoi -General of Stoies have been so 
authorised to make disbuisements up to a limit of 5/ 

oO In cases of urgency the Under Secretaries of State occasionally 
sanction larger payments m anticipation of the payments recemag the 
approval of the peciej/ary of State m Council. 

h 




